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FBEFACK 

This work has for its object a comprehensive and practical 
presentation of the general principles upon which cost account- 
ing for manufactured articles is based, the application of these 
principles in a general manner to the most common types of 
manufacture and the illustration of the details. These latter 
vary so greatly under different manufacturing conditions, and 
may become so numerous and complex that any work on this 
subject would seem incomplete which did not deal thoroughly 
with them. However, no one book, on even manufacturing 
cost alone, could hope to cover the subject in its entirety. 

Repetition, and reference to other sections, will be found 
in the text, but, for the sake of clearness, this could not be 
avoided. 

The subjects of "Efficiency Engineering" (more properly, 
but less commonly spoken of as "Factory Management") and 
Cost Accounting are herein considered as distinct, since the 
accountant is seldom the master of both; but properly speak- 
ing, the subjects are very closely related. The subject of "Effi- 
ciency" should be studied from works of competent writers and 
will be of great value to the cost accountant. 

Cost finding is best considered from the viewpoint of the 
method of manufacture, and not from the idea of a set system. 

It is the aim of this work to illustrate the principles by 
methods which eliminate from the financial accounts and seg- 
regate the quantities and values used on the manufactured 
goods into accounts known as the cost accounts. Printed 
forms are used, wherever possible, to take care of the analytical 
work. 

The objections raised by many manufacturers to the in- 
stallation of a system of cost finding has been due, in many 
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cases, to the number and complexity of the books and forms 
proposed and the extra labor incidental to their keeping. The 
methods herein outlined call for little, if any, addition to the 
books which a corporation should ordinarily possess for the 
recording of its transactions. 

The numerous forms, such as those used for time clocks, 
payroll books and analyses, production orders, requisitions, 
material transfers, etc., have not been illustrated. They are 
rarely of any practical value when applied to a business other 
than that for which they were especially prepared and, when 
one knows what data are required, they are easily formulated. 

It is hoped that the following treatise may be helpful to 
those interested in cost accounting, and that the ideas are so 
conveyed that they may be entirely dear and adaptable. 

The Author. 
Baltimore, Md., November, 1915. 
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PRINCIPLES AND PRACTICE 

OP 

COST ACCOUNTING 

IHTBODirCTION. 

1. General Semarks. In treating of the principles of cost 
accounting, it must be borne in mind that the field of 
manufacture or production is a wide one, and that the facts 
and conditions to be met with in each case are usually peculiar 
to that case. 

No attempt will be made to embody the numerous wage 
plans, efficiency tests, cost accounting systems, etc., which are 
usually embraced in books on cost accounting. 

2. Cost Defined. In general terms, and for present pur- 
poses, cost may be defined as the total expenditure made to 
produce or manufacture some product, and to dispose of it 

The expenditure is relatively expressed by a unit of cost ; 
or by a number of such units where the finished work cannot 
be referred to one standard of measure. The standard of meas- 
ure may refer to the product, or it may refer to the actual 
time consumed in producing the product 

3. Cost Acconnting Defined. All accounting has for its 
object the recording of the operations so that the financial 
status and the expense of the undertaking as a whole may be 
ascertained. 

Cost accounting does not supplant this condition, but 
becomes a secondary, but no less important, stage of the ac- 
counting. 

It takes up the items of expense and material expenditure 

1 



2 PRINCIPLES AND PRACTICE OF COST ACCOUNTING 

where the ordinary accounting stops and, through a series of 
analyses, ascertains the cost analytically of each brand, de- 
partment, process or article. Due to the analyses required, 
and the necessary reconciliation of the cost figures with the 
figures contained in the financial books, the cost accounting 
requires certain entries to be made which would not be apt to 
occur where the ordinary accounting only was in force. 

The real value of the cost accounting is found in a close 
analysis of the various contributing expenses, their classifica- 
tion, proper apportionment and application to the manufac- 
tured products, and finally, the assembling of these analyses in 
proper statistical form in order that the proportion of each 
contributing classified factor to the total cost may be shown. 

The cost accounting follows a logical sequence of events 
from the reception of the material put into process or work 
and the expense attendant thereon, direct and indirect, until 
the article or work is finished and disposed of. 

4. The Object and Advantage of a Cost System. The primary 
object of ascertaining the cost of a manufactured article is to 
enable the manufacturer to quote the lowest selling price. The 
latter must be arrived at by adding to the cost the necessary 
or desired profit. Competition cannot be intelligently met 
without a knowledge of costs. 

It is equally important to know whether the rate of cost 
runs evenly from month to month. If the cost varies, the con- 
tributing causes should be discovered. 

To reduce the cost of manufacture is the aim of all manu- 
facturers, and efforts are constantly made in that direction. 
A monthly comparison of cost rates and production will clearly 
show the results of these efforts. 

6. Duties of the Cost Acconntant. It is the duty of the cost 
accountant to show the cost in such a manner that the results 
may shed the most possible light on the efficiency of the opera- 
tions, or the lack of it. He should pay especial attention to 
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see that the inventories of raw material stock, raw material in 
process, finished material and manufactured (finished) goods 
are correct. Any discrepancies in material or marked varia- 
tions in cost rates should be at once reported to the factory 
manager in order that the cause may be studied and remedied. 
A perfected system of cost finding is the result of unremit- 
ting labor, thought and attention to detail. A working basis 
must be first obtained and, from that point, the refining of the 
system must be accomplished gradually. 

6. Books and Forms Needed. The books used are those ord- 
inarily possessed by a company, such as the cash book, journal, 
voucher record, general ledger, pay roll book, sales book, etc. 
In addition to these, there may also be the cost journal and 
cost ledger. For recording stock, a stock journal and stock 
ledger are used. 

Forms are used for the cost work in order to obtain the 
required analyses relating to the values and quantities put into 
work, and remaining on work in process at the end of the 
month, and values and quantities charged to manufactured 
goods during the month. Forms are also used for the analyses 
of labor, the general expenses, raw material stock and finished 
material stock. 

7. Belation Between Faotory Management and Cost Account- 
ing. Efficient operation is the prime essential to the success of 
any undertaking. A knowledge of factory management should 
embrace many subjects, such as the handling of men, a thor- 
ough knowledge of machinery, economics, the nature and com- 
position of the articles manufactured, time and motion stud- 
ies, etc. 

In order to establish the results of the constant efforts 
made to render the factory more efficient, a system of cost find- 
ing is necessary. 

8. What the Ifystem Must Show. The relation between the 
product and the expenditure (direct and indirect) made to 
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produce and dispose of it is expressed by one or more units of 
cost, each based on some definite measure (pounds, yards, time, 
pieces or thing). An increase or- decrease in any one of the 
contributing classified expenses will be refiected by a variance 
in the total rate of cost. The cost should, therefore, be shown 
analytically, in order that any variance may be traced to the 
source. 

9. Interest as an Item of Cost. Some authorities on account- 
ing hold that interest is not a charge applicable to the cost of 
the manufactured products.* 

Interest on bonds covering plant is nothing more or less 
than a form of rental and must be met out of the proceeds of 
the sales of the business. If it is not recognized as a part of 
the cost of the product, it must be added to the selling cost 
before the selling price can be fixed. As to which method is 
right, and which is wrong, each individual must decide for him- 
self, taking into consideration the facts in the case. 

In this work, all items of expense are considered to be a 
part of the cost of the product. 

A claim for fire insurance, for instance, would be based on 
the full value of the goods in process. 

The United States Government refuses to recognize on the 
annual returns made to it by a corporation, for the purpose of 
establishing the corporation tax, the item of rent if not actu- 
ally to be paid to the lessor, nor the item of interest in any 
form (except rent), as a part of the cost of manufacture. Pro- 
vision is afterward made, with certain restrictions, for the 
deduction of interest. A charge for rent, where the property 
is owned by the company, is not allowed by the (Government 
either as a part of the cost of manufacture or as a deductible 
item in arriving at net profits. Where such items have been 
included, adjustments should be made on the returns for tax- 
able purposes. 

*For discussions on this subject see "Cost Aceountiiig/' by Nich- 
olson. 
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10. The Period for Which Cost Is Calculated. Cost is usu- 
ally calculated on the operations for the calendar month. 

Where it is calculated on the basis of the four weeks, it 
is in order to avoid splitting the pay roll which covers the end 
of one month and the first few days of the next In avoiding 
this, the same difiKculty may be encountered elsewhere. 

11. Obtaining the Cost Data. In obtaining the proper in- 
formation for the cost work, much depends upon the foremen, 
the stock clerks and the workmen. Time must be turned in 
properly, true records kept of the cost and quantities of raw 
material received, and put into process, finished material or 
work turned out for the month and shipments. 

To facilitate this, labor time tickets or sheets, production 
orders, requisitions and other forms are constantly used, and 
the information secured from these is properly recorded. The 
perpetual inventory also is essential. 

12. Production Cost. By this is meant the operating or 
producing cost, as distinguished from office, administration 
and selling expenses. It is in the factory or operating end that 
the lack of efficiency is most apt to be discovered. Therefore, 
information as to the rate of cost for this stage of operations 
is important 

13. Supplementary Cost. By this is meant that portion of 
the cost incidental to general office, administration and selling 
expenses. 

14. SelUng Cost. This is the combined production and 
supplementary costs, and represents the cost of the product. 

16. Selling Price. To the selling cost must be added the 
necessary or desired profit to be made, in order to arrive at a 
minimum or profitable selling price. 

16. Separation of Production and Supplementary Costs. If 
an attempt is made to charge the actual production effort with 
only its proper proportion of expense, some very fine "hair- 



6 PRINCIPLES AND PRACTICE OP COST ACCOUNTING 

splitting'' will have to be engaged in. Differences of opinion 
always exist where this occurs. 

By apportioning such items as taxes, rent and insurance 
between the two costs, the classified production cost rates 
would be separately shown; but as the portion of expense 
charged to the supplementary cost is usually charged to the 
General Office Expense Account, thus losing its identity, the 
cost analysis would be misleading. 

A clear analysis of the contributing items of expense, 
under selected classifications, is always of more value. 

17. Inyentories Essential. Correct inventories are essen- 
tial to the accuracy of the work. For instance, material on 
hand at the first of the month, plus purchases during the 
month, less the inventory at the end of the month, is often 
used as the basis for arriving at the quantity and cost of ma- 
terial put into process or work during the month. Any inac- 
curacy will be reflected in the cost of production. 

18. Inventory ValnationB. For cost work, the inventory 
valuation of raw material stock is the price paid, plus the in- 
ward charges, if practicable and desirable. The discount al- 
lowed on invoices for prompt payment should not be deducted 
from the cost of material. It should be treated as other revenue 
and should not enter the cost work at all. This refers to "cash 
discounts" and not to "trade discounts." 

The value of material in process is the cost value of the 
material, plus the proportionate labor cost and sometimes the 
proper proportion of the indirect expenses. Whether the indi- 
rect expenses should be applied first to work in process and 
then to manufactured goods, or applied only to manufactured 
goods, depends upon the character of the manufacture. Con- 
sideration will be given this further on. 

The value of manufactured goods is based on the cost of 
raw material used, cost of labor and the indirect expenses ap- 
plied. 
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19. Contributing Clasiified Itemi of Cost. The items of cost 
are classified according to the light which thej will give on 
the operations, and the rate of cost for each classification (a 
grouping of some classifications may occur in ascertaining 
these rates) is afterward determined. 

The classification in the financial accounts should be in 
accordance with the requirements of the cost analyses^ in order 
that the correctness of the figures on these latter may be con- 
trolled. 

20. Explanation of the Terms Uied. In the explanation of 
complicated detail, it is essential that the language employed 
should be so specific in its meaning as to give rise to no ambi- 
guity. As accounting terminology has, in many cases, failed 
to provide such words, it may be well to explain the intended 
meaning of certain terms used : 

(a) Raw Material. By this is meant the material pur- 
chased and used as the base of manufacture. 

(b) Process. The term "process*' signifies a particular 
operation performed at any stage of the manufacture. The 
stage is usually indicated by qualifying words immediately 
preceding or following. 

(c) Raw Material in Process. This term is applied to 
the material which has been put into process and is to be con- 
sidered as in process until it has emerged in e finished or sale- 
able condition (except as to wrapping, packing, etc.). 

(d) Finished Material. By this is meant the material 
received out of process under some designated brand, make, 
name, in a marketable condition (except for the wrapping of 
it) . There may be a further assembling or mixing of a portion 
with other finished materials in order to manufacture some 
other product; the finished material may also be sold under its 
own product name. For this reason the "finished material" 
may be held as such pending disposition to be made of it. 
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(e) Finished Material Assembled or Mixed. By this 
it is meant to indicate the manufacture of products out of a 
mixture, combination, or by joining of several "finished ma- 
terials/' each of which is a marketable product manufactured 
by the same company. For instance, a liquid compound, which 
is composed of other liquid products manufactured and sold 
under specific names by the same company, would only be 
classed as manufactured goods when finally wrapped. That 
portion remaining unwrapped would be in process. 

(f ) Department. This word is used to distinguish a dis- 
tinct operation, the cost of which will be understood to apply 
not to a particular brand, style or make, but to all work pass- 
ing through the "department" 

The words "machine group" have a similar meaning, but 
are indicative of a machine hour rate of cost instead of a 
departmental man hour rate. 

(g) Wrapping. This word is used to indicate the opera- 
tion of putting the finished material into packages and of also 
putting the packages into cases, after which the goods are 
placed in stock or shipped and classed as manufactured goods. 

(h) Measure Differentiated. Measure is "the extent, 
quantity, capacity, volume or dimensions of anything as ascer- 
tained by a certain rule or standard." 

Where a measure of the product itself is meant, the word 
"quantity" will be used. Where time is to be indicated as the 
standard of measure, the words "time" and "hours" will be 
used. Where simply the word "measure" is used, it will be 
indicative of either time or quantity or both. 

(i) Time. Where the word "time" occurs, it will be 
understood to refer to hours and tenths of hours. Where min- 
utes are spoken of, it will be understood that they may be 
expressed in tenths of hours. Anything less than six minutes 
is usually treated as one-tenth of an hour. 



CHAPTER I. 

STNOFSIS OF THE FUTANCIAL ACCOVHTINa. 

21. General Bemarks. It is presupposed that any one tak- 
ing up the study of cost finding has, at least, an elementary 
knowledge of ordinary accounting. 

Ordinary or financial accounting is limited in scope to 
establishing the financial status of an undertaking. Debit 
and credit entries to classified accounts are the mechanism 
by which this is accomplished. 

Cost accounting simply uses the figures resulting from 
these debits and credits as the bases for analyses, and, in order 
to make the financial accounting agree with the results of these 
analyses, causes further debit and credit entries. Cost finding 
compels recognition in the ledger accounts of: 

Value of work in process. 
Value of manufactured goods. 

Ordinary accounting is entirely inadequate to accurately 
determine these values. 

Financial accounting might, therefore, be considered as : 

(a) Ordinary accounting. 

(b) Accounting for cost 

the actual cost work being a matter of independent analyses. 
The purpose of this chapter will be to briefly explain the 
functional difference between the ordinary financial account- 
ing and financial accounting for cost, the various books, the 
classification and interpretation of the accounts, and the rea- 
sons for the inadequacy of the ordinary accounting for admin- 
istrative purposes. 

9 



10 PRINCIPLES AND PRACTICE OF COST ACCOUNTING 

Ordinary accounting, brought to a maximum of efficiency, 
should provide each month for correct inventories of raw ma- 
terial (including inventory of material in process at that time) . 
With this inventory as the basis, the value of material actually 
used on manufactured goods may be ascertained. Besides this, 
information may be kept as to the quantity of manufactured 
goods on hand, and the quantity of manufactured goods com- 
pleted during the month. This information will only enable 
a dear statement of the approximate condition of the busi- 
ness as a whole. It will not take into account an analysis of 
the values of labor, incidentals and material expended on 
specific products or the values of labor and incidentals remain- 
ing on work in process. 

General Outline of the Accounting. 

22. Collecting the Data in Convement Form for Posting. The 
transactions of a business are too numerous for the posting of 
each individual item from the books of '^original" entry to the 
respective accounts in the ledger. 

To avoid this labor, columnar books are used and the total 
debits against each account for the month from any one source 
of entry may be posted, at the end of the month, directly to 
the proper account ; likewise, credits to certain accounts. 

23. Accoimts Bepresenting AsBett. In speaking of assets, 
it will be assumed, for illustrative purposes, that the book and 
liquidating values are exactly equal. The capital invested in 
a corporation is of two kinds: 

Nominal capital. 
Borrowed capital. 

The former is represented by the preferred and common 
stocks; the latter is represented by all other liabilities, ex- 
cept the liability of a declared dividend awaiting payment 
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(credits created by a charge to Loss and Gain Account or to 
Surplus Account, such as Reserve Accounts, Appropriated 
Surplus Account and Working Capital Account are not con- 
sidered as liabilities, though they are constantly found under 
that caption). The above two classes of capital will be spoken 
of as "invested capital." 

In corporation accounting, the question of capital and 
income is looked upon from one side only, i. e., that the integ- 
rity of the invested capital shall be maintained. To accomplish 
this, income may be appropriated from earnings and capital- 
ized and considered as invested capital to the extent of its use 
in restoring the value of capital assets. 

Earnings (income) appropriated for permanent invest- 
ment (and not for stabilizing the value of the assets), such 
as additions and betterments, would be considered as invested 
income, and should be charged to and separated from the Sur- 
plus (Undivided Surplus) Account by entry, say: 

Surplus Account 

To Invested (or Appropriated) Surplus Account 

Where a mere transient use of earnings or surplus is made, 
as in the purchase of the utilities of productive consumption, 
no entry is made to separate this from the Surplus Account. 

In the former case, capitalization of the invested income 
may also occur by the issuing of additional or treasury com- 
mon stock (at par equal in amount to the income capitalized), 
which is distributed pro rata to the common stockholders as 
a "stock dividend." The entries for this would be: 

Surplus (or Appropriated Surplus) Account 
To Stock Dividend No. 1 Account 

and then, as the stock is issued and delivered : 

Stock Dividend No. 1 Account 
To Capital Stock Account 
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For the sake of illustration^ assets may be briefly classed 
as follows : 

(a) 



(b) 



Permanent: 


(1) 


Plant. 


(2) 


Equipment. 


Current, Transient or Changeable: 


(3) 


Investments (outside — transient). 


(4) 


Raw material stock. 


(5) 


Supplies stock. 


(6) 


Raw material in process. 


(7) 


Labor on material in process. 


(8) 


Manufactured goods. 


(») 


Accounts and bills receivable. 


(10) 


Cash and prepaid charges. 



Accounts representing the permanent assets should show 
the original cost, plus the cost of additions and betterments. 
Reduction for depreciation should be taken care of by ^^setting 
up" reserves under names which will easily identify their re- 
lation to the capital account which they offset Money derived 
from the sale of assets should be credited, through the cash 
book, directly to the investment account. 

Current, transient or changeable assets undergo a gradual 
transformation. Purchases or receipts are debited to these 
accounts, and they are credited at cost with withdrawals for 
manufacturing purposes. 

24. Accoimts Kepresenting laabilitieB. The liability of a 
corporation, in liquidation, in the regular order is generally aa 
follows : 

Satisfaction of mortgage or bonded indebtedness (bor- 
rowed capital). 

Satisfaction of creditors (borrowed capital — except as to 
declared dividends awaiting payment). 

Satisfaction of preferred stockholders (nominal capital). 

Balance of assets, if any, to common stockholders (nom- 
inal capital and undivided surplus). 
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The liabilities may be briefly classed as : 

I. Capital— Nomioal: 

(1) Preferred Stock. 

(2) Common Stock. 

II. Capital— Borrowed: 

(a) Fixed: 

(3) Bonded Indebtedness. 

(b) Current or Transient: 

(4) AcGomits and Bifls Payable. 

(6) Accrued Charges (not yet paid). 

III. Created by a Charge to Warnings or Profits: 

(6) Dividends Declared (awaiting payment). 

IV. Credits Created by a Charge to Surphis or Earnings:* 

(c) Restorative: 

(7) Reserves, etc. 

(d) Additive: 

(8) Appropriated Surplus not Capitalzed. 

The capital stock and bonded debt accounts should be 
credited with the outstanding obligations only. If the author- 
ized amounts appear, parts of which remain unissued, Treas- 
ury Bond and Treasury Stock Accounts should be respectively 
charged with the unissued portions. Where a sinking fund is 
created out of earnings for the purpose of retiring an issue 
of bonds, the value of the property then remaining (after the 
bonds have been paid off) may be returned to Surplus Ac- 
count; or, it may be again capitalized by another issue of 
bonds, or by an issue of stock. 

Reserve Accounts, Appropriated Surplus Account and Un- 
divided Surplus Account, all of which are created out of earn- 
ings, are not to be considered as liabilities, although custom 
makes it necessary to show the balances (credit) of these ac- 
counts on the balance sheet under that caption, and for that 
reason they are here discussed. Such accounts represent the 

^Credits created by a charge to Surphis or Loss and Gahi Accounts are 
not liabUitles, except when such charges are capitalized by the issuance of 
stock bi lieu of cash, or for dividends declared, awaithig payment. 



14 FRINCIPLBS AND PRACTICE OF COST ACCOUNTING 

excess of assets over the liabilities. This excess, after all prior 
liens have been satisfied, belongs to the common stockholders. 
Surplus may be subdivided into: 

Appropriated Surplus (for betterments, additions, etc.). 

Reserve Accounts (that portion wliich is in excess of tlie requirements). 

Undivided Surplus (for emergencies and the declaration of dividends). 

Where special appropriations from Surplus are made for 
the purpose of increasing the productive capacity of the plant, 
etc., it is usual (where such amounts are not capitalized) to 
charge Surplus Account and credit Working Capital Account 
or Appropriated Surplus Account. The remaining Surplus 
Account would then be known as the "Undivided Surplus Ac- 
count." 

Preferred and common dividends are a charge against the 
Undivided Surplus Account. 

26. Nominal Acconnts Kepresenting EzpenditnreB. These 
accounts are never assets, but represent the cost of the ele- 
ments actually used in the process of manufacture. These ac- 
counts are such as : 

(General Factory Expense. 

Repairs and Renewals. 

Expired Insurance. 

Rent. 

Taxes (accrued). 

Material Used. 

The debit balances of all such accounts are closed, in ordi- 
nary accounting, directly into Manufactured Goods Account, 
this account being credited for all sales. To ascertain the cor- 
rect profit standing to the credit of this account : 

Sales I 

Manufactured Goods Invented | 

Total I 

Less: 

Debits to account | 

Profit for the period | 
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In accounting for cost, the aggregate of the debit balances 
of the nominal accounts is used as the basis for the entry : 

Manufactured Goods a/c 
To Manufacturing a/c 

Then, instead of closing the nominal accounts into Loss and 
Gain Account at the end of the year, they are closed into Man- 
ufacturing Account. 

26. Nominal Accoimts Sepresenting Bevenue. These accounts 
are never liabilities, but represent the revenue derived from 
various sources. The accounts are such as : 

Sales. 
Discount. 
Other Revenue. 

Revenue other than that credited to Repairs and Renewals 
Account, for the sale of displaced parts, rarely plays any part 
in the cost analysis. 

In ordinary accounting. Sales Account would be closed 
into Manufactured Goods Account, or Manufacturing Account 
(depending upon the name given the account) ; the balance of 
the revenue accounts would be closed into Loss and Gain Ac- 
count, into which would also be closed the balance of the Manu- 
factured Goods Account. 

In accounting for cost, all revenue accounts are closed 
directly into Loss and Gain Account. 

27. Evaluation of fhe Elements of Hannfactnre. Production 
originates with cash or credit, or both as the basis. The 
raw material is then purchased (plant requirements are ex- 
cluded from consideration here). After this, the manufacture 
proceeds and cash must be expended for labor and other fac- 
tory and office incidentals. The value of the cash is then rep- 
resented by these expenditures under different classifications. 
As these expenditures are closed into Manufactured Goods 
Account, the value is expressed as ^'Manufactured Goods." As 
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these goods are sold, cash is eventually received and the cycle 
continued — the profit being credited to Surplus Account, and 
the capital being retained for turnover, or used to liquidate the 
liabilities. 

Ordinary accounting is entirely inadequate to undertake 
this evaluation. Brought to a high state of efficiency, it may 
include : 

(a) Manthtsr Inventories of stock. 

(b) Monthly Inventories of material In process. 

(c) Quantity of production. 

(d) Monthly inventory of manufactured goods on hand and quantity. 

And this would be possible, as to items (c) and (d), only 
where standard articles were being made. To compute accu- 
rately the analytical value of the manufactured goods, to say 
nothing of specific products, a system of cost finding is abso- 
lutely necessary. The vital data lacking in ordinary account- 
ing are: 

(e) Vakie of labor on work in process. 

(f) Vahie of indd^ital expenses apportioned as a charge against the 

work in process. 

(g) Spedflc and general apportionment of charges against spedflc 

products. 

These data would have to be obtained from the cost analyses 
and, after the values were established for items (e) and (f), 
would cause entries to be made in the financial accounting in 
order to retain these values as assets. 

Books Used. 

28. The Voucher Secord (Page 18). This columnar book, 
as per illustration, is used for the journalizing of all accounts 
payable; the entries are made from properly prepared vouch- 
ers, or at least from original bills bearing authority for pay- 
ment. The pay rolls are also entered and could be distributed 
in this book by the use of an additional "Sundry" credit col- 
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umn. On account of the number of columns necessary, it is 
usual to use a folio page with an insert sheet ^^short paged" 
from the margin separating the ^^Discount" column from the 
first debit column. This book should be closed monthly and 
the totals of the figures posted to their respective accounts. 
Bills on which a discount is allowed should be entered net in 
the Accounts Payable column, the discount being entered in 
its own column. 

29. The Journal. This book may or may not be columnar. 
Where a voucher record is used, the necessity for a columnar 
journal is usually avoided. The entries in the journal would 
be mostly confined to : 

(a) Correcti<m of errors in distrilmtion. 

(b) Debits and credits of Branch to Home Office. 

(c) Debits and credits for monthly proportion of expired, accrued or 

deferred items. 

(d) Debits and credits for sappHes used. 

(e) EiUtries based oa figures obtataied from the cost analyses. 

30. The Cash Book. On the debit side of this book, the 
items will be mostly confined to entries concerning Accounts 
Receivable Account, and for these one column should be re- 
served. The other debit entries will be few in number and 
will consist mainly of revenue derived from miscellaneous 
sources. 

JANUARY, 1915. 

Cr. 
Accts. Pay. GeneraL 



Dr. 

Balance 

John Jones.... 
Scrap Sale.... 



CASH. 

Accts. Rec. General. 

1,000 00 



Babnoe. 



500 00 



$500 00 



10 00 



$1,010 00 
400 00 



Voucher No. 2 
VoQcher No. 8 
Balance 



310 00 
800 00 



$1,110 00 



400 00 
$400 00 



31. The Stock Ledger. Each class or style of material is 
allotted an account under distinguishing name. The pages 
should be ruled so that debit columns may provide informa- 
tion as to date of purchase, quantity, price and gross cost The 
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credit columns should provide for date of disbursement, requi- 
sition number, quantity disbursed, price charged and cost. The 
entries to the debit of these accounts are obtained from the 
invoices. The credits from the requisitions. 



1915. 



STOCK LEDGER. 

RAW MATERIAL No. 1. 

1915. 



Jan. 


1 
15 
22 

1 


600 
900 
600 


.20 
.21 
.24 

^2% 




2000 


Feb. 


1000 



120 00 
189 00 
120 00 



Jan. 



5 

20 

31 



No. 415 
No. 600 

Balance on 
hand 



500 
100 
400 

1000 



2000 



.20 
.20 
.21 



J 



.22% 



100 00 
104 00 

225 00 



$429 00 



$429 00 
225 00 



32. The Stock Journal. The entries to the stock ledger 
are made from the stock journal. The invoices furnish the 
basis for the entries as to debits. At the end of the mouth, the 
raw material disbursed, returned to stock, damaged in stock, 
and discrepancies in the inventory will cause additional en- 
tries. 

33. The General Ledger. In this book all accounts of the 
business are kept and these represent, under suitable classifi- 
cation : 

(a) Assets ((debits). 

(b) Vahies used in manufacture (debits) or losses. 

(c) Liabilities (credits). 

(d) Revalue (credits) or profits. 

The classification of the accounts should be so arranged 
that the status of the undertaking may be intelligently and 
readily grasped. The accounts should be general and not de- 
tailed. Where detail is necessary — as in Accounts Receivable 
Account — subsidiary books should be used. Such accounts 
in the general ledger (where the detail is taken up in sub- 
sidiary books) are known as "controlling accounts." 
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Intbrpbbtation op the Accounts. 

34. The Trial Balance and Loss and Gain Acconnt. Since 
every debit must have in value a corresponding credit, the net 
debit balances of all accounts in the general ledger must equal 
the net credit balances. The trial balance is a proof of the 
correctness of the posting and footings, and furnishes the basis 
for compiling the Loss and Gain Account and the Balance 
Sheet. 

The following illustration of a trial balance will be based 
on both ordinary financial accounting and financial account- 
ing where cost finding is carried on. 

It will be assumed that the ordinary accounting provides 
for inventories of material in stock and in process, pounds of 
goods manufactured for the period, pounds remaining in stock 
and pounds sold; also, that only the monthly proportion of 
accrued or prepaid charges is used. This will bring the ordi- 
nary accounting to its highest possible state of efficiency. It 
will not take into account as an asset : 

Value of labor on work in process. 

Value of general expense appUed to work in process. 

As a result of this, the profit ascertained under the ordi- 
nary method will be different from the profit shown by the 
other. 

At best, the ordinary accounting will only approximate 
values and give an approximate average rate of cost which 
must be applied to all products — regardless whether one costs 
50 cents per pound and another |2 per pound. 

Cost finding will establish in the financial accounts the 
values in process, and the correct value of the manufactured 
products. On the cost analyses it will establish the analytical 
cost of each specific product and thus permit of a close an- 
alysis of profits. 
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Ordinary 
AccoimtiDg. 



20,000 00 
6,000 00 
1,600 00 

3,260 00 



60 00 

2,400 00 

300 00 

126 00 

See below 

7,600 00 



TRIAL. BALANCE. 
DeUtB. 



$40,126 00 



Plant and £jquipm«it 
Cash 

•Raw Material Stock. 
Raw Material in Process. 
Labor 

Labor on Work in Process 

Labor Used 

Prepaid Charges 

Raw Material Used 

Factory Expense 

Factory Expense Used 

Office and SelUng ESxpense 

Office and Selling Expense Used. 
Manufactured Goods, 1460 lbs... 

Cost of Sales, 10,000 lbs 

Accounts Receivable 



Total Debits, 



Accounttaig 


for Cost. 


Values. 


Vahies. 


Used 


Remaining 




20,000 00 




6,000 00 


• 


1,000 00 




600 00 




260 00 


3,000 00 






60 00 


2,400 00 






76 00 


226 00 






26 00 


100 00 






726 00 




6,000 00 




7,600 00 


$6,726 00 


$40,126 00 



Note: The separate trial balance of the cost accounts is obtabied by 
the Journal entry: 

Manufactured Goods Account (11,460 lbs.) $6,726 00 

To Manufacturing Account $6,726 00 

as per cost analyses. 

And also from the cost analyses: 

Cost of Sales (10,000 lbs.) $6,000 00 

To Manufactured Qooda $6,000 00 



10 00 


26 00 


8,000 00 


6,890 00 


1,000 00 


6,000 00 


200 00 


20,000 00 


$40,126 00 



Credits. 

Reserve for Depreciation 

Charges Accrued 

Sales 

Accounts Payable 

Bills Payable 

Bonded Debt 

Dividend No. 1 (declared, not paid) 

Capital Stock 

Manufacturing 



6,726 00 



$6,726 00 



10 00 

26 00 

8,000 00 

6,890 00 

1,000 00 

6,000 00 

200 00 

20,000 00 



$40,126 00 
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By the ordinary method of accounting it would then be 
necessary to transfer the balances of the expense accounts and 
the balance of the Sales Account into an account as follows : 



ICANUFACTURED GOODS ACCOUNT. 



Raw Material Used 

Labor 

Factory ESxpenae 

Office Expense 

Sales 

Inveotory of lianufactured Goods on hand, 1460 lbs 

Transferred to Lobs and Gain 



Balance (inventory) 



Dr. 

2,400 00 

3,250 00 

300 00 

125 00 



2,694 31 



$8,769 31 



769 31 



Cr. 



8,000 00 
769 31 



$8,769 31 



Note: To ascertain the vahie of manufactured goods on hand it would 
be necessary to divide the debits by th^ total pounds manufactured (11,450 
lbs. divided into $6075.00 equal to $0.530569 per lb., or 1450 lbs. multipled by 
$0.530669 equal to $769.31). This, however, does not take into account the 
expense proportion held back as a charge against work in process. Conse- 
quently, the rate obtained is not a true vahie to be applied to the manufac- 
tured goods inventory. 



Ordinary Accounting. 
Dr. Cr. 

2,694 31 



2,694 31 



$2,694 31 



$2,694 31 



LOSS AND GAIN ACCOUNT. 



lianufactured Gtoods Account. 

Cost of Sales 

Sales 

Balance (Profit) 



Accounting for Cost. 
Dr. Cr. 



5,000 00 
3,000 00 



$8,000 00 



8,000 00 



$8,000 00 



The difference in profit is due to the inability of ordinary 
accounting to retain the expense values of labor and inciden- 
tals as a charge against work in process. Of course, a guess 
could always be made as to this and an entry could be made 
based on it. 

An analysis of profits would be impossible, since the cost 
of specific products would not be known under the ordinary 
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accounting. In accounting for cost, the profit on specific prod- 
ucts may be ascertained. 

36. The Balance Sheet. Only values which represent either 
assets (debits always) or liabilities (credits always) appear 
upon the Balance Sheet (except the items of a deficit or a sur- 
plus, as explained in Section 24). To prepare this, the trial 
balance should show actual inventory values. From the trial 
balances in the preceding section, the following Balance Sheets 
are made up : 



19,990 00 


1,500 00 

769 31 

7,500 00 

50 00 

5,000 00 


$34,809 31 


5,000 00 
20,000 00 


5,890 00 

1,000 00 

25 00 

200 00 

2,694 31 


$34,809 31 



BALANCE SHEET. 
AwietB. 

Property Account: 

Plant and E<]i]ipment 

Less reserve for depredation 

Current Assets: 
Goods in Process: 

Material 

Liabor 

General Expenses 

Raw Material Stock 

Manufactured Goods 

Accounts Receivable 

Pr^jMUd Charges 

Cash 

Total of Assets 

Liabilities. 
Capital: 

Bonded Debt 

Capital Stock 

Current: 

Accounts Payable 

Bills Payable 

Charges Accrued. 

Dividend No. 1, awaiting payment 

Surplus: 

Sales 8,000 00 

Cost of Sales 5,000 00 



20,000 00 




10 00 


19,990 00 


500 00 




250 00 




100 00 


850 00 




1,000 00 




725 00 




7,500 00 




50 00 




5,000 00 


$35,115 00 


5,000 00 




20,000 00 




5,890 00 




1,000 00 




25 00 




200 00 


• 


3,000 00 


$36,115 00 



CHAPTER II. 

FRUrCIFLES OF COST Accouimno. 

36. (General Bemarks. It is essential that the method of 
manufacture should be thoroughly studied and understood be- 
fore an attempt is made to formulate the method of cost find- 
ing. A brief consideration of this subject will, therefore, be 
taken up at once. 

It is necessary to begin with the base, or raw material, 
used for the manufacture and follow it from the time it leaves 
the storeroom to be put into process until the manufacture is 
completed and it is placed in stock as manufactured goods. 

The processes to which the raw material may be subjected 
are: 

(a) Raw material entering process, or processes, leading 
directly to the finished article. 

(b) Raw material entering process from which it emerges 
in several forms (as in the case of by-products). 

(c) Raw material entering process from which it emerges 
as finished material and may be combined or mixed with other 
finished materials to produce another distinct product. 

37. Processes Defined. The processes to which the raw 
material may be subjected may be physical or chemical in their 
nature, and have for their purpose the production of a sale- 
able article. 

During these processes, alteration takes place in the raw 
material and the incidental result is either waste or added 
value, or both. 

38. By-Froducts, Waste and Scrap. Where the raw material 

is not entirely consumed in the manufacture, waste is utilized 

24 
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in some manner, if it is possible to do so. If it can be 
made into other products, or sold directly as a marketable 
product it is known as a "By-Product." If it has no real prod- 
uct value it is known as ''Scrap," and may be sold for a nom- 
inal sum and ignored entirely in the cost work. Revenue de- 
rived from it is then treated as ''other revenue," and is not 
deducted from the cost of production. 

Where the eliminated material is a "by-product," the cost 
of obtaining it should be apportioned between it and the 
product from which it was eliminated. 

39. Meant of Froduotion. The first essential for produc- 
tive ability is, of course, cash or credit The means of produc- 
tion are: 

(a) Raw MateriaL 

(b) Power. 

(c) Madiliiery and T06I8. 

(d) Labor. 

The incidentals of the manufacture are the expenditures for 
repairs, renewals, insurance, salaries, sundry factory expenses, 
olTice expenses, administration and selling. Labor may be ex- 
pended directly upoi^ the product, or it may be general. 

40. Cost of Manufacture. Capital expenditures, such as 
for machinery, tools and plant, enter into the cost work in- 
directly. Interest payments on the capital invested are accrued 
for the cost period and charged to that period. An annual 
provision is made for depreciation on tools, machinery and 
plant and one-twelfth of the amount determined upon is 
charged to the cost work of each month. 

Labor, raw material and power are charged to the cost 
work as used. 

The incidental expense may be charged out for the month 
entirely against the manufactured goods, or it may be charged 
proportionately to work in process and to manufactured goods. 
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The monetary value of an article, therefore, consists of : 

(a) Value of the raw material put into it. 

(b) Value of the labor expended directly upon it. 

(c) Proporticmate vahie of the Indirect labor. 

(d) Proportionate vahie of the general factory expense. 

(e) Proportionate vahie of the general office expense. 

(f ) Proporticmate vahie of the selling expense. 

41. Interest on Capital Employed^ Bental and Maintenance. 
Repairs and renewals and reserves for depreciation are of the 
maintenance class and should be included in the cost work. 
Rent may be in the form of an actual payment by the lessee 
to the lessor, or, if the property is owned by the company, may 
take the form of a self-imposed rental or interest on plant, 
which would cover the interest on the actual capital invested 
or on the bonds put out for the acquisition of the property. 

In fixing a rental of this latter kind, it should be based 
only on the value of the money invested and at a nominal or 
current rate of interest. If it is made to cover repairs, taxes, 
etc., these charges would be duplicated. 

Discount paid on money borrowed, discount allowed to 
customers for prompt payment, or discount received for 
prompt payment on purchases is all interest. The discount 
received for the prompt payment of invoices is excluded from 
the cost work and treated as other revenue. Other discounts 
enter into the cost work. 

42. Stages of Cost. Cost is divided into two stages, as 
shown below, together with a brief analysis of each : 

I. Production Cost: 

(a) Prime, flat or direct cost: 

(1) Material used, at cost, phis taiward charges. 

(2) Direct labor. 

(3) Chargeable expenses, such as the expense of designs and 

patterns designed especially for and used on a particu- 
lar Job; an item of travel expended on a Job after it has 
been contracted for.* 

*"Cost Accounts," by Whlttem HawUns. 
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(b) Works or factory overhead: 

(4) Indirect or misceUaneoos labor. 

(5) Factory supplies. 

(6) Power, fuel, Ugfat, etc. 

(7) Repairs and renewals. 

(8) Salaries of supervisory workmen and men. 

(9) Proportionate share of tazes, rent (including interest on 

plant), insurance, etc. 

(10) Shipphig-room expense. 

II. Supplementary Cost: 

(c) Office Overhead: 

(11) Salaries of clerks, etc., not connected with factory su- 

pervision or work. 

(12) Proportion of depredation, taxes, rent and insurance 

affecting office. 

(13) Interest on loans and sundry office expenses. 

(d) Administration: 

(14) Salaries of executives. 

(e) Selling Expense: 

(16) Salaries and commissions paid to salesmen. 

(16) TraveUng expenses. 

(17) Advertising. 

In speaking of **direct labor" (item 2 above), in Depart- 
mental Cost the total wages of skilled operators are charged, 
as a matter of convenience, against the department as "direct 
labor," while only the productive hours are counted in ascer- 
taining the labor rate of cost per hour. As a practical propo- 
sition, this saves much time and labor over the method of 
separating productive from unproductive wages. Miscellane- 
ous labor should not be confused with "unproductive labor." 

43. The Unit of Measure. The measure may be expressed 
per 100 pounds, one hour of productive time, one yard, one 
piece, etc. The unit of measure will usually be found to cor- 
respond with the measure on which the selling price of the 
product is based. 

44. The Unit of Productioii. This is the particular brand, 
job, article, style or type of finished goods produced. Manu- 
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f actured specific parts of an article may also be sold separately 
and classed as units of production until they have become in- 
corporated in the assembled article. 

45. The Unit of Coit. The unit of cost is the cost per hour, 
per pound, per piece, etc. The cost of the completed work may 
sometimes be expressed in terms of a single unit of cost based 
on a unit of measure other than the entire article itself, as for 
instance, 10 cents per pound. 

On the other hand, the cost of the completed work may 
have to be expressed departmentally by several units of cost, 
each rate of cost being based on a specific departmental hour 
as the unit of measure, exclusive of the material used. For 
example, Job No. 51 costing: 

60 cents per hour In Department A. 
80 cents per boor in Department C. 
$100, coat of material used. 

At times the unit of measure is the finished article and 
the unit of cost the entire sum expended on its production. 

46. Baaing fhe Coat. The basis for the cost calculation 
may be the: 

(a) Productive laboT hour (man hour). 

(b) Productive running hour (macldne operating hour). 

(c) Measure of the product (pounds, yards, etc.). 

The productive liour must be used on work which is manu- 
factured under specification and which is not uniformly re- 
produced. This may be either the man or machine hour. 

Weight, number, liquid and linear measure are used for 
the manufacture of standard goods. 

47. The Element of Beproduction As a Factor. The object 
is to obtain, as the unit of measure, one element which is com- 
mon to all of the work and which is constantiy reproduced. 

If a common element cannot be found, two or more units 
must be chosen. 
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Where standard articles are manufactured there is con- 
stant reproduction, and consequently a measure of the product 
may be chosen as the unit. 

In work done under specification from the buyer, there 
is no uniform reproduction, each job being different from the 
others. For this, the unit of measure chosen is the hour. As 
the cost of an hour in one department will be different from 
the cost of one hour in another department, the hours are dis- 
tinguished under their department names. 

48. Direot Coit. Where a minute analysis of cost is under- 
taken, direct cost becomes a' matter of secondary considera- 
tion. Bee Section 42. 

49. Indirect Cost This includes all expenses other than 
those expended directly upon the work, as shown in Section 42. 

60. Indirect or Overhead Expense Applying Speoiflcaliy. 
Some items of overhead expense apply specifically to a certain 
department, brand, etc. These are charged, on the cost an- 
alyses, against the department or brand to which they refer. 

61. Indirect Expense Applying Generally. Some items of 
overhead expense apply generally to all departments or brands. 
Such items as taxes, repairs and renewals to buildings, rent, 
etc. These items must be apportioned over all departments, 
or products on some equitable basis. (See Section 63.) 

By one method of manufacture, an item of overhead may 
be general in its nature, while by another the same item might 
be charged specifically to some department or brand. Over- 
head applying specifically should be charged accordingly, thus 
reducing the residue — the general overhead — ^to a minimum. 

62. Bistribntion of the Indirect Expense. The expenditures 
should be properly distributed to the classified accounts in 
the original entries. These classifications are selected accord- 
ing to the requirements of the cost data. 

i63. Apportionment of the Indirect Expense. From the classi- 
fied expense accounts, the balances at the end of the month 
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are listed and apportioned over the work in process, op over 
finished work, or both, as the case may be. (See Section 63.) 

64. Methods of Mannfactnre and Forms of Organisation Con- 
sidered. Upon the method of manufacture depends the shap- 
ing of the system. The ultimate goal is an accurate cost rate. 
To obtain this, the intermediate steps must be accurate. 

Where possible, organization into departments, types or 
groups of machines, processes, products, etc., is effected in 
order to segr^ate each important step in the manufacturing 
process. 

The four most common cost finding conditions to be met 
with are given below : 

(a) Manufacture under specification from the buyer, in 
which the cost of the materials used, processes and rates of 
wages vary so greatly for the different work undertaken as to 
preclude the possibility of department or machine group rates 
of cost. 

(b) Manufacture adapted to departmental organization 
which will permit of a rate of cost being ascertained for each 
department or operation, or a rate of cost for the operation 
of identical types of machines. In this, the departmental or 
machine group rate is applicable to all of the work passing 
through the department or machine group. The rate of cost 
is exclusive of the material used. 

(c) Manufacture of standard goods in which the raw 
material emerges from process for each product as finished 
material and needs no further operation except that of wrap- 
ping and shipping. Manufacture of flour would illustrate 
this. 

(d) Manufacture of standard goods, in which the raw 
material emerges from process as finished (marketable) ma- 
terial of each product. Two or more of these finished materials 
may be assembled or mixed in order to obtain other distinct 
products. Portions of these finished materials may also be 
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sold without further process (except that of wrapping) under 
their own distinguishing product names. 

55. Clasaifioation of Cost. Cost accounting may be classi- 
fied as follows: 

Spedflc Job Cost. 
Departmental Cost. 
Process C(Mit: 

(1) Simple Type. 

(2) Complex Type. 

The application of the overhead is different in each of 
these classes: 

(a) Specific Job Cost requires that the cost of each job 
must be ascertained independent of any machine or depart- 
mental rate. To do this, it is necessary to individualize each 
separate undertaking by a number. All material put into 
work is reported under the proper job number, as also all 
direct labor expended and chargeable expenses, if any. The 
indirect expense must then be apportioned and applied, at 
the end of the month, on some equitable basis, over the work 
in process, and a portion of this is afterwards charged to fin- 
ished work. For methods of apportionment, see Section 63. 

(b) Departmental and Machine Cost (which is only a 
form of Departmental Cost) usually include specific job cost, 
but the rate of cost established for each department or machine 
group for the month is applicable to each job for that period. 

The overhead is first apportioned to the work in process 
and afterwards a portion of this is applied to finished work. 
For methods of apportionment, see Section 63. 

The cost of each job is ascertained by multiplying the 
hours of each department or group expended on the job by 
the respective departmental or machine group rates. To this 
must be added the cost of the material used. 

Both the man hour and the machine hour may be used in 
different departments or operations of the same factory, and 
may apply in part to the same job. The manufacture of stan- 
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dard goods should not come under departmental or machine 
group cost. 

(c) Process Cost — Si mplft Typi^ In the place of depart- 
ments and jobs, there would here be processes and brands. The 
unit of cost for the manufactured product may be expressed 
per pound, per yard, per gallon, etc., and includes the cost of 
the material used. The product is never composed of a mix- 
ture of finished materials. 

One rate of cost for the labor on raw material in process 
may sometimes be applied to each brand, where the material 
goes through the same processes. In this case, the overhead 
may be distributed over the products on the basis of produc- 
tion. For other methods of apportionment, see Section 63. 

In this class of cost finding, the overhead is applied di- 
rectly to the manufactured (completed) goods, and is not 
charged to work in process at all. 

(d) Process Cost — Complex T ype. Where the manufac- 
tured products consist of several finished materials which, 
when assembled or mixed, form some other distinct product, 
the method of cost finding is somewhat more complicated than 
in the Simple Type. 

In this, the unit of cost is also based on a measure of the 
product. The labor on each class of finished material, and for 
the assembling and mixing, should be definitely ascertained. 

The overhead is distributed, in this tyi)e, to the different 
classified finished material output as equitably as possible. 
The assembling or mixing is charged with only the overhead 
which definitely applies to that operation. The overhead which 
cannot be specifically linked with any special finished material 
or assembling is distributed over the finished material of each 
class on the basis of direct wages. The assembling expense 
may be distributed over the assembled articles in the same 
manner. 

In this type of manufacture the work is mainly confined 
to products composed of several finished materials. 
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56. Cteneral Outline of the Aooonnts. The financial books 
must embrace, in some form, all items which appear upon the 
cost analyses. Classification of the accounts in accordance 
with the requirements of the cost data is essential. Used val- 
ues should be s^r^ated from values not used. The account- 
ing process is, therefore, one of elimination. Material entering 
into the cost of production is at once eliminated from some 
stock account and charged to material in process, and from 
this latter to material used. 

Labor is first applied to Labor on Work in Process, and the 
proper portion is afterwards charged out to Labor Used, this 
charge representing the labor used on manufactured goods. 
In some cases, labor value is first charged out from Labor on 
Work in Process to Labor on Finished Material and then to 
Labor Used. 

The overhead charges are treated as follows: 

(a) In Specific Job Cost and Departmental Cost, the net 
charges to the various overhead accounts are transferred each 
month respectively to: 

Production Overhead on Work in Process Account. 
Supplementary Overhead on Work in Process Account. 

The cost analysis sheets will show how much of the over- 
head applies to work still in process at the end of the month 
and how much to manufactured goods. The portion applicable 
to manufactured goods is then credited, according to classifica- 
tion, to the above two accounts and properly classified cost 
accounts are charged. 

(b) In Process Cost — Simple Type — the expense ac- 
counts as they appear in the financial books are all cost ac- 
counts, if the entire net overhead for the month is applied to 
the manufactured goods only. 

(c) In Process Cost — Complex Type — the overhead must 
first be charged to finished material and then be charged out 
in the proper proportion to manufactured goods. 
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A summary of the entire cost of manufacture is finally 
made^ and this forms the basis for a journal entry: 

Manufactured Goods Account $ 

To Manufacturing Account $ 

The former appears as an asset among the financial accounts 
and the latter as a contra entry or controlling account for 
the cost accounts, and effectually separates the two sets of 
accounts. 

The cost of sales for the month is credited to Manufac- 
tured Goods Account and charged to Cost of Sales Account. 

Accounts Receivable Account is charged and Sales Ac- 
count credited with the total sales for the month. 

In closing the books at the end of the year, all of the 
accounts containing used values (the cost accounts) are closed 
into Manufacturing Account, which will then balance. 

Cost of Sales Account is closed into Sales Account and 
the balance of this latter account is transferred to Loss and 
Gain Account. The balance of Loss and Gain Account is then 
transferred to Surplus Account. 

The effect of these entries is to cause the financial trial 
balance to contain only values which represent either assets 
or ^^liabilities," the difference between the two nominal ac- 
counts (Sales Account and Cost of Sales Account) being the 
addition to Surplus Account. Accounts containing items of 
*^other revenue" would also represent additions to surplus. 

The figures on the various cost analyses must always agree 
with such accounts in the financial books as : 

Raw Material in Process Account. 
Raw liaterial Used Account. 
Overhead on Work in Process Account. 
Overhead on Finished Material Account. 
Overhead Used Account. 
Labor on Worli in Process Account. 
Labor on Finished Material Account. 
Labor Used Account. 
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57. Inventories. Properly classified inventories at the end 
of each month are absolutely necessary. These inventories 
consist of tangibles and intangibles. The correctness of the 
latter are absolutely dependent upon the accuracy of the 
former. 

The tangibles are raw material in stock, raw material in 
process, finished material and manufactured goods. 

The intangibles consist of labor value on material in pro- 
cess, labor value on finished material, overhead value on work 
in process and productive hours on work in process. 

There are two common methods used to obtain inventories : 

(a) As to tangibles, actual or physical stock taking, 
which is always the most correct method. 

(b) As to tangibles or intangibles, by elimination, i. e., 
to the inventory at the first of the month add the expenditures 
made during the month, deducting from the total of these that 
which has gone into manufacture and the balance should, if 
the records have been correctly kept, represent the correct in- 
ventory of stock on hand. 

58. Overhead or Indirect Expense Distinguished. As ex- 
plained in Section 42, the stages of cost were divided into pro- 
duction cost and supplementary cost; the former showing the 
rate of cost for the operating eflPort, the latter the rate of cost 
for the office, administrative and selling effort. 

Some general expenses are apportionable between factory 
and office and may, if desired, be apportioned very minutely, 
but, as no advantage is to be gained by this, it is best not to 
apportion such items, but to charge them to the supplementary 
rate of cost. 

The vital distinction as to overhead is what part of it 
may be applied specifically and what part must be apportioned 
generally over the products, departments, etc., and, therefore, 
may be distinguished as being either specific or general, and, 
with limitations, as applying either to the production cost or 
the supplementary cost. 
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59. Classification of the Aoconnts to Which Overhead Expense 
Sionld Be Chai^d. The function of the general ledger, in so 
far as the expense of the business is concerned, is to show, by 
classified accounts, the nature and amount of the exx)enditures. 
It is the function of the cost work to analyze these expendi- 
tures, or accounts, and to apply the values in the proper pro- 
portion to the various jobs, departments, brands, etc. 

Each expense account in the general ledger should show 
the total expense incurred under its classification; otherwise 
the classification would be meaningless. 

The overhead accounts may be of three kinds: 

The nominal accounts which are charged tai the oiigtaial entries, no dis- 
tribution of the bahmces being made. 

The nomhial accounts which are charged and tlie bahmces then distrib- 
uted to other nominal accounts, maUng them statistical 

Tlie classified cost accounts contahiing the overhead expense used on 
manufactured goods. 

The best results on the cost analyses are obtained by not 
going into fine apportionments between production and sup- 
plementary overhead for such items as depreciation, repairs 
and renewals, interest on plant, etc., but to find the rate of 
cost for these contributions separately. 

Where numerous redistributions occur in the accounts 
the analysis is always made more difficult, the book keeping 
more involved and the vital data less apparent. 

60. Some of the Most Common Overhead or Indirect Expense 
Accounts. Below are given the names of some of the most com- 
mon overhead accounts to be met with and the methods adopted 
in treating the balances in connection with the cost work: 

(a) Miscellaneous Labor Account. Wages paid to un- 
skilled workmen, or for work of a general character, are 
charged to this account. In Departmental Cost, miscellaneous 
labor is usually charged to the Department Expense Account, 
either directly, or, if general, after apportionment. 
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In Specific Job Cost^ the balance of this account would be 
transferred, at the end of the month, to Overhead on Work in 
Process Account 

In Departmental Cost, the balance would be charged to 
the Department Expense Accounts. 

In Process Cost — Simple Type — the account would be a 
cost account and no entry would be made to transfer the bal- 
ance, unless for distribution to other accounts. 

In Process Cost — Complex Type — the balance would be 
transferred to Overhead on Finished Material Account, if not 
distributed to some other account. 

(b) Insurance, Taxes and Rent Account These items 
may be found in separate accounts. The balance of this ac- 
count may, at the end of the month, be distributed to other 
classified accounts, such as General Factory Expense and Gen- 
eral Office Expense Accounts. 

If this is not done, the balance should be apportioned, on 
the cost forms, over the various products or work and the rate 
of cost for this classification ascertained for each department, 
brand, etc., as it applies to them. 

In Specific Job Cost, the balance would be charged to 
Overhead on Work in Process Account. 

In Departmental Cost, the procedure would be the same 
as above. 

In Process Cost — Simple Type — the account would be a 
cost account (representing value used) and the balance would 
not need any transfer. 

In Process Cost — Complex Type — the balance would be 
transferred to Overhead on Finished Material Account 

(c) Power Account. This covers the expense of motive 
power. Power used for lighting, if any, should be credited to 
this account and charged proportionately to General Office 
Expense and General Factory Expense Accounts. Expense of 
heating may also be treated in the same manner. The remain- 
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ing balance could also be charged to the latter, thus closing 
this account If it is desired to ascertain separately the rate 
for this contribution to the cost, treat the balance as in (b). 

(d) Interest on Plant Account This is practically the 
same as rent. It may be for the rental of the building or for 
the use of capital. The balance may be distributed to General 
Office and General Factory Exi)ense Accounts, but if it is 
desired to find the rate of cost for this classification, treat the 
balance as in (b). The balance is apportioned on the cost 
forms over the work. 

(e) Repairs and Renewals Account. This account cov- 
ers repairs to buildings and equipment. At the end of the 
month the balance is apportioned, on the cost forms, over the 
work, and treated as described in (b). 

(f) General Factory Expense Account. This account 
contains charges for miscellaneous supplies used (not charge- 
able to a department expense account) and sundry items of 
expense affecting the factory operating, and for which there 
is no other classification. Miscellaneous labor is sometimes 
charged to this account, as also shipping room expenses. At 
the end of the month, the balance is apportioned, on cost forms, 
over the work, and treated as described in (b). 

(g) Department Expense Account The name of the 
particular department to which the account refers should be 
prefixed for indentification. To this account are charged such 
items as aflPect only the particular department, and for which 
no other classification is provided. No distribution or appor- 
tionment occurs. At the end of the month the balance is trans- 
ferred to Overhead on Work in Process Account. 

(h) Depreciation Account. The monthly charges to this 

account represents the provision for depreciation. At the end 

of the month, the balance is apportioned, on the cost forms, 

over the departments, products, etc., and the balance is charged 

out, if at all, as described in (b). 
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(i) General Office Expense Account. This account cov- 
ers items of ordinary office expense, salaries of clerks and the 
proper proportion, if desired, of insurance, taxes, rent, etc., 
where such items are apportioned between the production and 
supplementary costs. The balance of this account is appor- 
tioned, at the end of the month, on the cost forms, over the 
work, and charged out, if at all, as described in (b). 

(j) Administration Account. This covers salaries paid 
to executives. At the end of the month, the balance is appor- 
tioned, on the cost forms, over the work and charged out, if 
at all, as described in (b). 

(k) Belling Expense Account. Expenditures for travel, 
commissions and salaries of salesmen, and advertising are 
charged to this account. It may be divided into several ac- 
counts for better analysis. At the end of the month, the bal- 
ance is apportioned over the work and charged out, if at all, 
as described in (b). 

(1) Overhead on Work in Process Account. After all 
charges have been made for the month to the regularly class- 
ified expense accounts, the balances are transferred, in Specific 
Job Cost and Departmental Cost, to the debit of this account. 
These balances are separately analyzed on a form similar to 
Form 2, Section 153, and when this analysis is completed, the 
amount of overhead used by each department on the manufac- 
tured (completed) goods or work will be seen in the total 
column, line d-12 and corresponding lines. An entry is then 
made crediting the total of these overhead items of each divi- 
sion to this account and charging an aggregate amount to the 
various cost accounts for their proportionate share. The bal- 
ance remaining to the debit of this account will represent the 
overhead expense applying to work still in process. 

(m) Overhead on Finished Material Account. This ac- 
count would be used in Process Cost, Complex Type, and would 
be charged with the balances of the various overhead accounts 
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(except those relating to assembling). Credit to this account 
would be made for that portion of the overhead which was used 
on completed (manufactured) goods, the various overhead cost 
accounts being charged. The balance remaining to the debit 
of this account, at the end of the month, will represent the 
overhead value contained in the finished material (see Section 
140) not yet sold, assembled or packed. 

(n) Assembling Eofpense Account Overhead relating 
specifically to the assembling or mixing of finished material 
is charged to this account The balance of this account should 
be charged out entirely to manufactured goods and, in that 
case, would not need any transfer as it would be one of the 
cost (used values) accounts. 

(o) Overhead Used Accounts. Overhead is first charged 
to classified overhead accounts. Then, depending upon con- 
ditions previously described, the balances of some of these 
accounts may be distributed to other accounts. After this, 
the balances then standing to the debit of the various over- 
head accounts are either transferred to Overhead on Work in 
Process Account or to Overhead on Finished Material Ac- 
count; or, where the overhead is applied directly to manufac- 
tured goods only, the accounts are cost accounts and no entry 
for the balances need be made. 

In any event, the cost accounts should be classified in the 
same manner as the classifications appear upon the cost an- 
alysis, or according to the classified financial expense accounts. 

To these cost accounts, containing used values only, are 
charged each month the respective portions of the overhead 
used on manufactured goods, credit being given to Overhead 
on Work in Process Account or to Overhead on Finished Ma- 
terial Account, as the case may be. 

61. Charging fhe Indirect ExpenBe. The distribution of the 
overhead (not the apportionment) should always be made 
in the original entry to the classified account or accounts to 
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which it belongs. If a distribution of a part of the balance is 
made, except for the correction of errors, the account should 
be closed out entirely so that no remaining balance may be 
used in the cost analysis under that classification. See Form 
2, Section 153. 

62. Apportionment and Application of the Indirect Expense. 
After all charges for the month have been entered upon the 
classified expense accounts, and after all redistributions, if 
any, have been made, the balances of the expense accounts 
should be ascertained. These balances are then analyzed and 
apportioned over the work or products on the cost analyses 
and the rate of cost is found for each. 

In Specific Job Cost and Departmental Cost the balances 
of the overhead accounts are charged to Overhead on Work 
in Process Account, and from this account the overhead ap- 
plicable to manufactured goods is charged to classified Over- 
head Used Accounts. 

In Process Cost — Simple Type — the overhead accounts are 
all cost accounts, as no overhead is retained as a charge against 
work in process. 

In Process Cost — Complex Type — the balances of the over- 
head accounts are first transferred to Overhead on Finished 
Material Account (except overhead relating to assembling). 
The portion used on manufactured goods is then transferred to 
properly classified used accounts. 

For the apportionment and application of the overhead 
to brands, or departments, see Section 140, Form DD and Sec- 
tion 154, Form 3 ; Section 153, Form 2 ; Section 178, Form 18. 

63. Methods Used for the Apportionment of the Indirect Ex- 
*penBe. The overhead expense may be either specific or general, 
and is applied accordingly, where feasible. The general over- 
head should be reduced to a minimum. The specific relation 
to the work should be noted on the accounts payable voucher 
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when making the original entry, or on the journal voucher for 
convenient reference when making the analysis of overhead. 

The methods of apportionment most commonly used are 
given below : 

(a) Apportionment of Depreciation. Depreciation of 
machinery may be speciflically allotted by dividing the pro- 
ductive hours supposed or estimated to be contained in the 
life of the machine into the original cost, thereby establishing 
the rate per running hour for depreciation purposes. The num- 
ber of operating machine hours for the month is then multi- 
plied by this rate and this establishes the amount of deprecia- 
tion applying to the particular machine for the month. This 
method may be applied to groups of machines instead of to 
individual ones. This method is most apt to be found in de- 
partmental cost finding. 

Where depreciation is arrived at by other methods, as de- 
scribed in Section 67, it is usually treated as general overhead 
and apportioned on the basis of direct labor, departmental 
labor, production, time, etc. 

(b) Apportionment of Power. The portion of this ex- 
pense applying to departments, machine groups or processes 
is found by multiplying the horsepower of all machines of a 
department or group respectively by the actual number of run- 
ning hours for the month of each. This gives the total horse- 
power hours for the month. The exx)ense of running the power 
plant for the month, or buying the power, is then divided by 
the total horsepower hours of all departments or groups for 
month and this gives the rate per horsepower hour. The horse- 
power hours of each department or group, for the month, mul- 
tiplied by the rate, will give the approximate specific charge to 
each. 

(c) Apportionment of Rent. This item is apportioned 
on the basis of floor space. 

(d) Apportion/ment of Taxes. These should be appor- 
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tioned on a percentage basis by one of the methods described 
in (g) and (h) below. 

(e) Apportionment of Insurance. Insurance on build- 
ings, stock, etc., should be treated as described in (d). Insur- 
ance on machinery may be apportioned according to the in- 
sured value of the machinery in each department, machine 
group, etc. 

(f) Apportionment of Repairs and Renewals. Repairs 
to buildings may be treated as in (d). Repairs to machinery 
are charged specifically against the department or machine 
group. In Process Cost, repairs are usually a general charge 
and are apportioned as in (g) and (h). 

(g) Apportionment of General Overhead on the Basis of 
Labor. For the apportionment of general overhead, labor may 
be used as the basis. For instance, if the wages paid in De- 
partment A amounted to |400, and for Department B {600, 
Department A would be charged with 40 per cent, of the over- 
head, and Department B with 60 per cent. This method might 
be applied to either Departmental or Process Cost. 

In order to make the application easier for Specific Job 
Cost, if the total direct labor for the month amounted to fl^OOO 
and the total overhead was {800, the amount of overhead to 
be applied to each job would be 80 per cent, of the direct wages 
expended on each. 

(h) Apportionment of General Overhead on the Basis of 
Production. In Process Cost, where the labor costs for the 
different processes to which the products are subjected are the 
same, or nearly so, the distribution of the overhead may be 
made over the brands, or products on the basis of pounds, 
gallons, numbers, etc., of each product. For example: 

If the total production was 1,000 pounds, to which Brand ' 
A contributed 400 pounds, and Brand B 600 pounds, Brand A 
would be charged with 40 per cent, and Brand B with 60 per 
cent, of the general overhead for the month; or, if the over- 
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head expense was t^OO, the rate per pound, in the above in- 
stance, would be 10 cents. 

(i) Apportionment of General Overhead on the Basis of 
Time. Where time is used as the unit of measure, the appor- 
tionment of the general overhead is sometimes made on the 
basis of productive hours of each department or machine 
group. For example, if the total productive hours for the 
month amounted to 3,000, of which Department A expended 
2,000, and Department B 1,000, the former would be charged 
with 66% per cent, of the overhead, and Department B with 
33^ per cent. But this must be done either on the basis of 
man hours or machine hours throughout, and not on both. 

(j) Apportionment of General Overhead on the Basis of 
Labor and Material Value. In some cases, general overhead 
may be apportioned on the basis of labor for that portion 
which is applied to the production cost, and on the basis of 
labor and value of material for that portion which is applied 
to the Supplementary Cost. In this, Gteneral Factory Expense 
would be apportioned on the basis of labor, while General 
Office Expense Account would be apportioned on the basis 
of labor plus the value of the material. 

There are other methods of apportionment, but the ones 
above mentioned are those which are most commonly used 
and are about as accurate as any.* 

There are at times some items of expenditures which are 
really a specific charge to some product, but the trouble or 
expense of securing the information often causes them to be 
treated as general overhead. Common sense must govern the 
action to be taken. A gain in one direction is sometimes a loss 
in another and the so-called "First," or "Direct Cost" is far 
less important than a minute analytical cost of the various 
contributing expenses. 

*For a thorough discussion of this subject see "Eipense Burden/' by 
A Hamilton Church. 
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64. Bates of Cost Hay Be Averaged. In Specific Job Cost 
there are no cost rates, but in Departmental or Process Cost, 
where a rate of cost is found and applied to all work passing 
through any department or group, or to any brand or product, 
the rate of cost should be averaged and thereby made contin- 
uous. For this, see Section 178, Form 18. By reference to this 
form it will be seen that the actual cost rates for the month 
(before any averaging has taken place) are also determined. 

05. Inefficiency as It Affects Cost Bates. The cost system is 
the efficiency thermometer of the business only when an ap- 
proximate current standard of maximum effiectiveness has 
once been established. 

Equality in rates of cost should not, on their face, be 
accepted as an indication of effiectiveness. For instance, as- 
sume that two factories have identical departments, the same 
rates of pay and the same amount of overhead, and that four 
jobs are awarded to one and four identical jobs are awarded 
to the other; also, that the cost rates will be per hour. 

At the end of the month, the department doing the work 
in Factory A, say, has expended 3,000 hours of productive time 
and finished the four jobs; Factory B has also expended 3,000 
productive hours, but has only completed three of the jobs. 

The rate of cost shown for each factory would be uniform, 
but the actual cost of operations would not be equal for both 
factories. 

Efficiency in operations must be judged not only by rates 
of cost, but by a comparison of rates and output with previous 
rates and output. Where time is used as the unit of measure, 
the output should be reckoned by the hour or on the basis of 
speed performed by a man or machine in executing a job. This 
may sometimes be done automatically. 

Where any measure of the product is used as the unit, the 
efficiency of the factory is much more easily determined, as 
the output permits of comparison. 
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66. Expenses Which Cover a Period Exceeding fhe CSnrrent 
Month. These expenses are generally insurance premiums, 
water rents, depreciation, interest paid on notes discounted 
and on loans. When cash payment is made for such items, the 
payment may cover a period of from one to a number of 
months. On the other hand, such charges may be accumulat- 
ing and, instead of being paid in advance, may be paid only 
after they are fully earned. 

In either case, provision must be made to charge out each 
month to the cost work the proper proportion for the month's 
work. 

A payment of interest made in advance (discount) on the 
20th of the month, for one month, would have 11 days in one 
and 20 days in the subsequent month's work. 

For depreciation, one-twelfth of the annual amount de- 
cided upon is charged to the month's cost work. 

Where a factory is operated only four or five months out 
of the year, the expenses of the entire year should be estimated 
and apportioned over the operating period. Such cases are 
not often found, and the best that can be done is to base the 
estimates on past experience. 

Pay Boll Account must be charged with only the actual 
wages paid to, or earned by the men during the current month. 
If the pay roll ran from the 28th of January to the 2nd of 
February inclusive, the exact wages for the four days in Jan- 
uary should be charged to that month's cost work. The exact 
wages for the two days in February belong to the February 
cost work. This necessitates splitting the pay roll. 

67. Depreciation.* The subject of adequate yearly pro- 
vision for depreciation is a most important one and is here, 
through necessity, given in only a superficial manner. The 

*For a detailed discussion on this subject see "Engineering Valuation of 
Public Utilities and Factories," by Horatio A. Foster. Acknowledgment is 
herewith made to this work for the preparation of this section. See also 
"Prbiciples of Depreciation/' by E^l A. SaHers, and "Depreciation of Fac- 
tories/' by Ewhig Matheson. 
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manufacturer and the accountant, or in fact any two people, 
will usually disagree upon this subject, as there are so many 
elements and views which enter into its determination. 

Whether a machine, or whatever it may be, should be 
looked upon, as to its value, from the viewpoint of a forced 
sale or its value to a "going concern" is one point of the dis- 
cussion ; or, whether the estimated life of the machine will not 
prove useless as a basis for depreciation, due to obsolescence. 
As a rule, the cost accountant is not qualified or engaged to 
judge of these questions. They are usually problems for a me- 
chanical engineer, or, at least, for one whose experience in such 
matters has been wide. 

It is of prime importance that the capital invested in 
property should be kept intact. To do this, it is necessary to 
approximate the years of economic usefulness of the property 
under consideration and to consider the causes which may 
lead to the abandonment or sale of the property, and its resi- 
dual worth at that time. The amount of depreciation is always : 

Orlgbia] Cost phis repairs and renewals, less scrap or disposal value. 

The cost of repairs and renewals is taken care of as it occurs 
by an immediate charge to earnings, but the ability to repair 
property plays an important part in establishing the life of it. 
Depreciation may be the result of : 

(1) Pliysical impairment (the result of wear and tear on the prop- 

erty—deterioration) . 

(2) Economic Improvement (causing olMrolescenoe of the property). 

(3) Accident (caused by explosion, wreck, whid, etc.)> 

Protection against the last of these is usually a matter of 
forethought and insurance, but the first two items are matters 
of deep consideration, and the vast bearing which economic 
improvement plays in the matter of the life of property is most 
important. 

To provide for depreciation, it is necessary to "set up" a 
reserve to which is credited each month the proper propor- 
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tion. The Property Account should not be credited with these 
amounts. 

In order to determine the amount of depreciation to be 
provided^ there must be taken into consideration : 

(4) The ordinary life of the ol^ect. 

(5) Tlie effect of possible economic improvement. 

(6) The effect of possible inadeqoateness. 

(7) The original cost. 

(8) The residual vahie. 

(9) The rate of interest which can be obtained upon annual histaO- 

ments to the depreciation fund. 
(10) Age and condition of the property under consideration. 

Depreciation provision determined by using the above 
factors as a basis becomes as scientific as it is possible to make 
it, but at best it is only a guess. 

The use of a sinking fund drawing interest is not always 
used, the reserve set up out of earnings being used as working 
capital and on which no account is taken of interest. 

There are many methods of providing for depreciation, the 
most common of which are given below : 

(a) Depreciation hosed on Running Hours. The esti- 
mated number of operating hours supposed to be contained 
in the life, divided into the original cost, will give the capital- 
ized rate per hour of the machine. The number of operating 
hours expended by the machine each month multiplied by this 
rate will give the depreciation provision for each month. The 
rate is constant, unless some adjustment is found necessary. 
For example : 

Origtaial cost = $100 

Life of machbie (operating hours) =2500 
Current month operating hours = 200 

$100 

X 200 = $8.00 depreciation for the month. 

2500 
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(b) Depreciation Based on Revaluation. A revaluation 
is sometimes made the basis for the amount of depreciation to 
charge off. This method may be applied to machinery or other 
forms of property. If made annually, the amount of the reval- 
uation deducted from the book value gives the yearly deprecia- 
tion, and the reserve should be corrected accordingly. 

Or, where a sinking fund is in operation and it is desired 
to check the physical condition of the property with the "con- 
dition per cent" of the fund, it may be necessary, on account 
of more rapid depreciation than anticipated, to make an adjust- 
ment in the fund. 

(c) Depreciation Based on Equal Annual Reductions. 
An equal annual reduction from cost to zero, extending over 
the estimated life of the property, is also made the basis. This 
is known as the "straight line method." Or there may be an 
equal annual reduction from cost to an estimated residual 
scrap value, extended over the estimated life of the property. 
For example: 

Original cost, $1000.00. 
Life of property, 2 years. 

Depreciation iBt.jrear, |400, leaving $600. 
Depreciation 2nd year, $400, leaving $200 residual value. 

(d) Depreciation Based on Unequal Annual Reductions 
or Diminishing Values. (See tables, pp. 52 and 53.) In this, 
an unequal annual reduction is made from cost to an esti- 
mated residual scrap value or zero, extended over the life of 
the property. The rate of depreciation is constant, but is 
calculated on the diminished values each year. The deprecia- 
tion provided each year becomes less. As the repairs during 
the first years are slight and become greater during the later 
years, this helps to equalize the annual charge against the 
property. For example : 
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= Orlgiiial cost =$1000 

V = ReBidi]a] value =| 250 

n =number of years ^ 5 

X =rate per cent of depredation = Unknown qoantlty 

V = (1 — x)« 
or 
$250 = 11000 (1 — x)6 

(l-x)B = % 
Log (1 — x) = % Log JS& 

By the use of logarithms, it will be found that : 

l — x=. 75787 
x = . 24213 

For the first year the depreciation would be 1242.13; for 
the second year, 1757.87 X .24213 = 1183.50, etc. 

The book entry for this depreciation each month is: 

Depredation Acooont 

To Reserve for Depredation Account 
for one- twelfth of the annoal charge. 

(e) Depreciation Based on Output, An arbitrary rate 
per pound, etc., on the total output of manufactured goods may 
also be used. 

(f ) Sinking Fund Provision for Depreciation, Depreci- 
ation is sometimes provided for by means of a sinking fund at 
interest. The difference between the original cost and the esti- 
mated residual value, if any, is the amount of the sinking fund 
to be provided. This method is mostly used for the purpose 
of accumulating a sum of money which will retire, at maturity, 
an issue of bonds. 

To find the annual installment necessary to produce, at 
5 per cent, compound interest, the sum of |1,000 in five years : 
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ILLUSTRATION. 

r =rate of Interest =.06 

n = number of years = 5 

S = amount of sinUng fund = $1000 

(1 + r)n = compound Interest = $1^7628156 

I = annual installment = unknown 

1= XS 

(l + r)«-l 

and substitating figures as above: 

.06 

I = X $1000 = $180.97 

$1.27628166 — 1 

The book entry each month for this annual charge of 
1180.97 is: 

Deinreciatlon Account 

To Reserve for Depreciation Account 
for one- twelfth of tbe annual charge. 

andy as the money is invested so as to draw interest: 

Sinking Fund Account 
To Cash Account 

for amount of depredation reserve taivested at 6%. 

As the interest on the sinking fund investments is received: 

Cash Account 

To Reserve for Depreciation Account 
for taiterest received on the staiUng fund. 

As this interest is invested, make entry as shown above. 

(g) Present and Investment Worths and Annuities, The 
illustrations given here may all be worked from the Compound 
Interest Tables on pages 54 and 55 : 
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(1) To And the present worth of |1 at compound interest 
for any number of years : 

Pw = present worth =ri]ii]mown 

r =rate of intereet =.06 

n = number of years = 6 

(l + r)»=compoimd interest =:|U7628166 



Pw= 



(l + r)« 

substituting figures : 

1 

Pw = = .7886 

$1.27628166 

The present worth of |1,000 discounted at 5 per cent com- 
pound interest for five years would be : 

$1000 X .7836 =: $783.60 

(2) To find the present worth of an annual investment 
of fl at compound interest for any period of years : 

Pw = present worth = unknown 

r =:rate of Interest =.06 

n = number of years = 6 

(l + r)»= compound interest =$1.27628166 

1 
1 



Pw = 



substituting values: 

1 



1— 



$1.27628166 1 — .7836 

Pw = = = $4.33 

.06 .06 
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To provide an annuity of (200 for a term of five years by 
making one installment, interest on this to be compounded 
at 6 per cent. : 

14.33 X 1200 = $806.00 amount regpired 

(3) Depreciation may also be provided for by the An- 
nuity Method. This provides for an annual charge to earnings 
of a sum which will write down the original cost or book value 
to the desired residual value or sero, plus a per cent per annum 
on the investment value: 

O =<irisliial cost or book valne =$1000 

r =rate of interest =.05 

n =:nimiber of years = 6 

(1 + r)n = compoiind interest = $1.27628166 

A =Amuial charfe to eaminss simlmown 



A=:0 (l + r)i» 



(l + r)"-l 
Substituting values: 



A=$1000 X $1.27628166 =$280.97 

$1.27628166 — 1 

If the property thus depreciated was being written down to 
serOy the following entry would be made: 

Deivreciatloii Account 200 00 

Interest oo Plant Account 80 97 

To Reserve for Depredatkn Account 200 00 

Interest Account 80 97 

If the property was only being written down to a residual 
value, an additional entry should be made for the interest on 
the residual value: 

Interest on Plant Account 
To Interest Account 
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(4) To find the amount that an annual investment of f 1 
at compound interest will equal in any number of years : 

S =r final amount =aDknown 

r =rate of interest =:.06 

n = number of years = 5 

(1 4- r)» = compound Interest = |1JS7628156 

(l + r)n-i 

S = 

r 

substituting values: 

$1^628156 — 1 



= 16.626631 



.06 

(200 invested annually at 5 per cent compound interest for 
Ave years will amount to : 

$200 X 16.626681 = $1106.13 

(h) Condition Per Cent It is assumed that a machine 
costing |1,000 has a life of ten years and that it is desired, 
after five years to determine the ^'condition per cent/' the sink- 
ing fund drawing say 5 per cent : 

=conditloii per cent =uiiknowii 
r =rat6 of interest =.06 

n =t6rm of years = 6 

1 =llfe In years =10 

(l + r)n = compound Interest =$1.27628166 



C = 100 — 



1(l + r)«-l"| 
(l + r)i — ij 



substituting values: 



[$1.27628166 — 1 1 
I = 66% 
$1.62889463 — 1 J 
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In this, the sinking fund has provided for 56 per cent, of 
the depreciation. If, upon physical examination, a revalua- 
tion showed the actual depreciation to have been greater, an 
adjustment in the sinking fund would be necessary. 

68. Statistical Accounts. Where the overhead is first trans- 
ferred to Overhead on Work in Process Account or to Over- 
head on Finished Material Account, the financial overhead 
accounts are closed and become merely statistical. Or where 
the balance of an account is afterwards distributed to other 
accounts the same effect is produced. 

The value of the statistical accounts lies in an easy ref- 
erence as to the total expenditure under any classification for 
any period. An analysis of Overhead on Work in Process 
Account may always be obtained from the cost analysis sheet. 
(Bee Section 153, Form 2.) 

69. Closing the Toucher Becord. It is important, before 
closing the voucher record for the month, that all bills or 
vouchers covering expenditures affecting cost are entered. 

70. Discrepaneies in the Inyentories. Discrepancies in the 
inventories are unavoidable, and especially where the stock 
taking is dependent for long periods ot. the perpetual inven- 
tory. These discrepancies may be either "short" or "over." If 
a shortage exists in the stock, it is usually either the result 
of pilfering or the improper recording of receipts or disburse- 
ments. The cost value of such a shortage should be charged 
to the remaining stock of the same class, if any, if possible, 
or may be charged to the current month's work. If the dis- 
crepancy chances to be the other way, reverse the procedure. 
Records of quantities should also be corrected. 

71. Variations in Weights of Material ITnder Process. The 
quantity of material received from process may be consider- 
ably less than the quantity put into process, due to physical 
or chemical changes. The cost per pound (assuming pounds) 
of the finished material should be ascertained upon the basis 
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of pounds output and the cost value of the raw material put 
into process. During several processes, one process may show 
a loss while another shows a gain in weight. ( See Section 169, 
Form 9.) 

Labor on material, when figured on the basis of quantity, 
is treated in the same manner, except that the labor rate (per 
pound, say) for the labor on material in process is adjusted 
for each process where the variation is established. (See Sec- 
tion 171, Form 11.) 

72. Transfer! of Material in Prooeu and Finiahed Katerial. 
Material in process or finished material may be transferred 
from one branch to another, in order to meet certain emergen- 
cies. Credit for quantity and cost of material, labor on ma- 
terial, bags or packing materials used in shipping, and freight 
should be given the proper accounts for the transfer, and, if 
it is desired to do so, overhead may also be charged. 

It is usual to charge for these items at ^'cosf This cost 
is estimated as closely as possible. The exact rates at which 
this ''cost" should be charged could not be ascertained until 
the cost work was completed. The factory receiving the trans- 
fer could not wait for the factory shipping it to make up its 
cost papers before banning on its own. Therefore, the esti- 
mate is made, using the previous month's rates as the basis. 

Overhead is not always charged on these transfers, for 
the reason that the ordinary overhead of the factory receiving 
the transfer would not be material decreased, nor would the 
factory transferring the material show any material increase 
in overhead by reason of having partly prepared this material. 
Where these transfers become regular or frequent, overhead 
should be charged. 

78. Betnmed Ooods. Where manufactured goods are re- 
turned and are in a condition for resale, the quantity and cost 
value are deducted from the quantity and cost of sales for the 
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month. In doing this, the cost value is based on the cost as 
originally applied to the returned goods. 

74. Loss and Damage. This item should be taken up in the 
cost work whether it occurs to the raw material or to the man- 
ufactured goods, provided it is not compensated by insurance 
salvage or claim; in which case, only the difference between 
the cost and the value received should be charged to the cost 
work. 

A loss in material, raw or finished, might be adjusted by 
establishing a correct or revised rate of cost per pound, etc., 
and by retaining the value (including the value of the lost or 
damaged material) and adjusting the quantity. These items 
may also be treated as general overhead. 

Defective work may also be treated similarly to the above. 

75. Bevenue as It Selates to Cost Work. Revenue derived 
from the sale of scraps, if practicable, could be credited to the 
cost of finished material received out of process. Where the 
amounts involved are comparatively small, they are usually 
ignored in the cost work. 

Where repairs are made to the machinery or buildings, 
revenue derived from any displaced parts should be credited 
to Repairs and Renewals Account The net charge to the 
account for the month is then used in the cost work. 

76. Ihe Difference Between Departmental Cost and Process 
Cost. The difference between these methods of cost finding lies 
chiefly in the fact that for the former a rate of cost is obtained 
for each classified operation (department), which rates apply 
to aU work passing through the respective departments or 
machine groups. Departmental cost is applied where there 
is an absence of uniform reproduction in the articles manu- 
factured and is less efficient when applied to the manufacture 
of a variety of standard articles. 

In Process Cost, the rate of cost is found for each product 
separately. The departmental method may enter into this in 
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ascertaining the labor charge against material in process, if 
the processes are practically the same for each product. In 
this case, one labor rate might be applied to all products. But 
where the processes are very different from one another, or 
where the cost of one process is in excess of that used for 
another product, the labor rate of cost for each process must 
be ascertained for each product 

Departmental rates of cost do not include material cost 
Process Cost rates do. 

77. Overtime. If overtime is paid for at, say, '^time and 
one-half at the regular rate,'' only the actual working time 
would be counted as productive time. The total wages paid, 
however, are charged against direct labor. The total time paid 
for should appear upon the pay roll. 

On the cost sheets, the wages paid for overtime may be 
entered, if desired, under a separate classification and may be 
charged specifically to the jobs. 

78. Wages and Productive Time. Where time is used as the 
unit of measure, the labor rate of cost is based, as to time 
on the actual productive hours only, and, as to value on both 
the wages paid for productive hours and tiie wages paid for 
unproductive hours. 

On the other hand, the labor rate of cost per hour may 
be determined on the basis of productive hours and productive 
wages only. 

The former method is the simplest and is most used. The 
unproductive time should always be tabulated and compared 
with previous months. 

Where a literal "direct" cost was sought, a separation 
would have to be made. 



CHAPTER III. 

SFECmC TOB COST. 

79. General Eemarks. In the absence of conditions permit- 
ting departmental organization, in order that departmental 
rates of cost per hour (man or machine) may be established 
upon which to compute aU jobs, the only recourse is to find 
the cost of each job separately. 

Each order undertaken is given a job number, and all 
items of expense affecting the cost of each job are charged 
to the job to which they relate. In this type of cost finding, 
a cost journal and cost ledger are necessary. An account is 
opened in the cost ledger for each job, and a column each is 
allotted, on the debit side of the account, to raw material used, 
direct labor and overhead expense. 

The usual plan of elaborate interlocking of the financial 
accounts with the cost ledger accounts entails more labor than 
the simple plan of arranging the cost ledger accounts so that 
a check as to balances may be obtained from certain of the 
accounts contained in the general ledger. For this reason, 
the latter plan has been adopted, and this permits of the com- 
plete set of cost accounts being kept in the general ledger. As 
the trial balance for the cost accounts will be separate and 
distinct from the trial balance of the financial accounts, there 
is no need of closing the books until the end of the fiscal year. 

80. Baw Material Beceived. Where stocks of material are 
kept on hand, the cost should be as per invoice without deduc- 
tion for cash discount allowed. Stock books should contain 
suitable ruling for quantity, price and value. An account 
should be opened for each class or style of material, and re- 
ceipts should be debited through the stock department journal, 

a credit being made to Baw Material Stock Account. The 

63 
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credit balance of this latter account (in the stock record) 
should represent the aggregate of the debit balances of the 
different raw material accounts. 

In the general ledger, the controlling account for the stock 
ledger would be the Raw Material Stock Account 



STYLE No. 10 A/C 



Dr. 



Cr. 



Jan. 1 
Jan. 16 


IbB. 

1,000 

10,000 


at 
.16 
.17 


▼aloe 
160 00 
1,700 00 








Dr. 
Jan. 16 


pes. 

2,000 


WRAPPING MATERIAL, 10 OZ. 

at vahie 

.002 1 4 00 II 1 


Cr. 


Dr. 


R 


AW MATERIAL STO 
(Stock Ledger Contrc 


€K AGCOIJ] 
iObug Aooount 

Jan. 1 
16 


) 
Mdae. 

M 


Cr. 

160 00 
1,704 00 



81. Saw Material Disbursed. Material should be disbursed 
under proper requisition in duplicate; one to be retained by 
the stock department and the other to be returned to the cost 
department The stock clerk should complete the requisitions 
by entering the price and value of the stock disbursed. Each 
requisition should bear the number of the job to which it re- 
lates. Purchases of the same material may be made at dif- 
ferent times and at different prices. As material may be dis- 
bursed daily, and as the cost must be entered on the requisi- 
tionSy averaging the cost becomes impossible, except at the end 
of the month when bringing down the balances of the accounts. 
The greatest care possible should be exercised in fixing the 
cost of material disbursed. The value and quantity of material 
disbursed are entered to the credit of the account in the stock 
ledger and are charged to the raw material stock account For 
material disbursed, the entry in the general books would be: 

Raw Material on Work In Prooess a/c 
To Raw Material Stock a/c 
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In the cost books an entry would be made: 

Job 1 a/c 
Job 2 a/c 

To Raw llaterlal on Work in Process a/c 

82. Compiling: the Cost Data Belating to Material Disbursed. 
A material abstract or summary is necessary in order to avoid 
the labor of making entries from each requisition through the 
cost journal for posting to the cost ledger accounts. On this 
summary, each column is headed with a specific job number 
and the requisitions for the month are entered on this sum- 
mary as they come in. One column should be reserved in 
which to enter the total value of the material summarized. 
The total value of material used on each job is entered, at the 
end of the month, through the cost journal, as shown in the 
preceding section, and postings are made to the respective cost 
ledger job accounts. The footing of the total column on the 
abstract should be checked with the footings of the job columns 
and with the record of the stock clerk of material disbursed 
by him. The material abstract of the cost department would 
be about as follows : 

COST DEPARTMENT 
Ifaterial Abstract,— -January, 1916 



Req. 


Total 


Job 


Job 


Job 


Job 


Job 


No. 


Value 


No. 60 


No. 61 


No. 62 


No. 63 


No. 64 


26 


26 00 




26 00 








26 


16 00 










16 00 


27 


30 00 








30 00 




28 


2 00 






2 00 






29 


10 00 


10 00 












82 00 


10 00 


26 00 


200 


30 00 


16 00 



The stock clerk would then have to make up a recapitula- 
tion of his requisitions, in order that the time and trouble of 
posting each one separately to the stock ledger accounts may 
be saved. This recapitulation would be according to quantity, 
class and style and value. The totals of quantity and value 
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would be posted to the credit of the respective stock accounts. 
This recapitulation would be as follows (quantities are here 
omitted) : 

STOCK DEPARTBIENT 
Ifateiial Abstract,— January, 1915 



Req. 


Total 


Stock 


stock 


stock 


Stock 


Stock 


No. 


Value 


No. 1 


No. 5 


No. 6 


No. 8 


No. 15 


25 


25 00 


10 00 


15 00 








26 


15 00 






15 00 






27 


30 00 


5 00 






2 50 


22 50 


28 


2 00 




1 00 




1 00 




29 


10 00 








10 00 






82 00 


15 00 


16 00 


15 00 


13 50 


22 50 



83. Direct Labor. Each man employed on jobs is provided 
with a time ticket on which must be entered the date, pay roll 
number, job number under which he may work (and identifica- 
tion), and the time devoted to each job. The wages earned 
must also be shown on these tickets. 

A labor analysis must then be prepared from these tickets. 
Each column on this abstract or analysis should be allotted 
a job number. Two columns should be reserved, in one of 
which should be entered the miscellaneous labor wages, and 
in the other the total of all entries shown under the job col- 
umns. For example: 

LABOR ABSTRACT,-^ANUART, 1915 





IfiscelL 


Productive 


Job 


Job 


Job 


Job 


Date 


Wages 


Wages 


No. 60 


No. 51 


No. 62 


No. 53 


1 


3 50 


12 00 


2 50 


400 


3 50 


2 00 


2 


2 00 


8 00 


4 00 




3 00 


1 00 


etc. 
















Each line 


represent 


8 the total 


wages paid 


for that 


day. 




5 50 


20 00 


6 50 


4 00 


6 50 


3 00 




1 
AssumiDg 60% of di- 
rect wages to be 
the correct amount 
of overhead to be 
applied to each )ob. 
—See below and 












section 8 


4r- 


8 90 


2 40 


3 90 


1 80 
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Of course, a recapitulation of the daily tickets should be 
made and the total for that day entered on the proper line of 
the abstract 

The pay rolls are entered through the voucher record as 
follows : 

Pay Ron i^c 

To Accounts Payable i^c 

The distribution of the pay roll should then be made. The 
distribution data are obtained partly from the labor analysis 
above described and partly from the pay roll book or sheets 
(for those items which do not appear upon the labor analysis). 
Entry should then be made through the general journal or 
voucher record as follows : 

Labor on Work In Process a/c 
BfisceDaneous Labor " 

General Office Expense " 

To Pay RoD a/c 

The Pay Boll Account then becomes statistical. A record of 
time, except for the pay roll and for statistical purposes, is not 
necessary in this type of cost finding. 

Before making an entry in the cost journal for the labor, 
the overhead may be applied to each job directly on the labor 
abstract, as shown above. This is usually done on the basis 
of direct labor, and the percentage is obtained as shown in 
Section 63. Entry is then made from the labor abstract or 
analysis, through the cost journal, as follows: 

Direct 

Labor Overhead 

Job No. 60 6 60 3 90 

Job No. 61 4 00 2 40 

Job No. 62 6 60 3 90 

Job No. 63 3 00 1 80 

To Labor on Work in Process a/c 20 00 

Overhead on Work hi Process a/c 12 00 
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The jobs completed daring the month should then be as- 
certained and the totals of the respective debit columns on 
these accounts should be recapitulated and an entry made 
through the cost journal : 

Raw Ifaterlal on Work In ProceBS a/c 
Labor on Work in Prooess " 

Overhead on Work in Process " 

To Job No. 60 a/c 
Job No. 61 a/c 
etc 

The above entry would balance the job accounts, showing the 
items to have been charged out to manufactured goods. In 
Section 85, the entry is given which aflFects finished or manu- 
factured goods. After all entries for the month have been 
made to it, the credit balance of Labor on Work in Process 
Account, in the cost ledger, will represent only the labor value 
expended on work still in process at that time, and will check 
with the debit balance of a similar account in the general 
ledger. 

84. Overhead or Indirect Expense. For methods of applying 
the overhead see Section 63. 

The debit balances of the overhead accounts in the gen- 
eral ledger, after all entries affecting these have been made 
for the month, are transferred by journal entry in the gen- 
eral journal, in form as follows: 

Overhead on Work in Process a/c 
To General Factory Elxpeiise a/c 
Repairs and Renewals " 

IfisceDaneous Labor " 

Power * 

Taxes, Rent and Insurance " 
Depredation " 

Shipping Room Ekpense " 
General Office Ekpense " 
Admfaiistration " 

Selling Bxpeoae ^ 
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The entry in the cost journal for the overhead was shown in 
the preceding section. The classified overhead accounts in the 
general ledger become, after the above entry has been made, 
statistical. 

It is then necessary to transfer the overhead used on fin- 
ished work into the cost accounts, and this will be shown in 
the following section : 

85. Finished or Manufactured Work or Ooods. After all en- 
tries described in the preceding sections have been made, then, 
from the recapitulation of finished jobs, as explained in Sec- 
tion 83, make entry in the general journal, in form as follows : 

Material Used a/c 
Labor Used " 
Overhead Used " 

To Raw Ifaterlal on Work in Process a/c 
Labor on Work in Process " 

Overhead on Work in Process " 

This entry charges the cost accounts, in the general ledger, 
with the values used on the work completed during the month. 
An entry is also made : 

Hanafactored Goods a/c 
material 
kdwr 
overhead 

To Hanufactnrlng a/c 

For the cost of goods manufactored during the month. 

The former is a financial (asset) account, the latter the con- 
trolling account for the cost accounts. This entry effectually 
separates the financial from the cost accounts. 

In the cost journal a similar entry to this latter is made^ 
simply in order to place this information in the book. 

From the accounts of the lobs billed during the mouthy 
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an entry is made in both the general and cost journals for the 
cost (not selling value) of these sales: 

Cost of sales a/c 

To Manufactured Goods a/c 

and in the general journal only : 

Accounts Receivable a/c 

To Sales a/c 
As per sales book. 

86. Closing of the Aooonnts. At the end of the fiscal year, 
the cost accounts in the general ledger are all closed into Man- 
ufacturing Account, which will then balance. 

Cost of Sales Account is closed into Sales Account, and 
the balance of this latter is transferred to Loss and Gain Ac- 
count 

In the cost ledger, the closing of the job accounts was ex- 
plained in Section 83. The remaining accounts in the cost 
ledger are treated as follows: 

At the end of the fiscal year, an entry is made in the cost 
journal : 

Hanuf acturlng a/c 

To Cost of Sales a/c 

The credit balance, if any, of the former account will then 
correspond with the debit balance, if any, of Manufactured 
Goods Account. The balance of this latter account will cor- 
respond with the debit balance of Manufactured Goods Ac- 
count in the general ledger, representing the manufactured 
work or goods on hand. The remaining open accounts in the 
cost ledger would be : 

Raw Ifaterial on Work in Process Account 
Labor on Work In Process Account 
Overhead on Work in Process Account 
Various Job Accounts (in process). 
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The total of the credit balances of the three first named ac- 
counts should agree with the total of the debit balances of the 
various job accounts (still in process). 

87. Katerial Eetumed to Stock. If material is returned to 
stock, the entry for the financial accounting would be : 

Raw llaterial Stock s^c 

To Raw llaterial on Work In Procesa a/c 

and for the cost accounts, through the cost journal : 

Raw llaterial on Work in Process a/c 
To Job No. 1 a/c 

88. Transfen of Haterial. Material should not be trans- 
ferred from one job to another except by recorded methods. If 
a transfer is made directly from one job to another, the only 
entry made is one through the cost journal : 

Job No. 1 a/c 

To Job No. 2 a/c 
For the Talue of material transferred from the latter to the former. 

This transfer would not be noted on the material abstract 
at the end of the month. 

89. Simimary. In the forgoing, the function of the cost 
ledger is limited, as far as the book keeping goes, to ascertain- 
ing the cost of each job, and this is all that the cost ledger is 
needed for. 

The cost analysis is limited to the cost of material, labor 
and overhead, no further analysis of the overhead as applied 
to each job being ascertained. If this was attempted, the ordi- 
nary cost ledger page would be inadequate and the volume of 
work necessitated would not be compensated by the results 
obtained. The classified cost accounts in the general ledger 
will show the values under each classification which have been 
used on manufactured goods. 
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If it is desired to have the cost ledger job accounts show 
the profit on each job, this may be done by providing a space 
at the top of each job account in which the estimated or selling 
price of the job may be placed. The cost ledger should be loose 
leaf; several volumes may be used, some containing only work 
in process, the others containing only the completed job ac- 
counts. 

Where a large order occurs against which goods are 
shipped and billed before the completion of the entire order, 
an extra sheet should be used in the ledger of finished work, 
and to this could be transferred, from the job account (con- 
tained in the ledger of work in process), the cost of the fin- 
ished portions of the job as billed. 



CHAPTER IV. 

DEPAETKERTAL COST. 

Including Bpecibic Job Cost. 
(The Man Hour As the Unit of Measure.) 

90. Ctoneral Bemarks. Departmental Cost is based on the 
hour of productive time— man or machine, or both. In this 
chapter, only the man hour will be considered. 

The cost journal and ledger are not necessary here, as 
in Specific Job Cost, for the reason that the cost is ascertained 
on the basis of departmental rates, which apply equally to all 
jobs passing through the respective departments. 

In the absence of uniform reproduction, all work must 
be identified by a job number. 

The cost accounts are all contained in the general ledger. 
The cost analyses should be taken up on printed forms, and 
the figures on these must always agree with the controlling 
accounts in the general ledger. The accounts are so arranged 
that, before all of the cost entries for the month have been 
made a preliminary trial balance would have to contain the 
balances of both the financial accounts and the cost accounts, 
but after these have been made and posted there will be an 
effectual separation between the two sets of accounts. 

81. Baw Material Beceived. The raw material received is 
recorded, from the invoice, in the stock records according to 
dass, style, quantity, price and amount The entry for this, 
through the voucher record, is: 

Raw Ifaterial Stock a/c 

To AoooontB Payable a/c 

DIscoimt " (for the discomit, If any). 

73 
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The stock clerk must charge, in his entry, each classified ma- 
terial account and credit Raw Material Stock Account for the 
materials received, both as to quantity and cost A day book 
or stock journal should be used and postings made from this 
to the stock ledger. Cash discounts allowed on the invoices 
should be ignored by the stock derk. This does not refer to 
trade discounts. 

82. Saw Katerial Disbursed. Disbursements of material 
should be made under requisition in duplicate, each bearing 
a number, and giving information as to the job number (and 
identification) for which the material was issued, class and 
style of material, quantity, price and value. 

A recapitulation is made of these requisitions by the stock 
derk under each class and style disbursed, and the values and 
quantities are placed in their respective columns. From the 
totals of this recapitulation, an entry is made through the 
stock journal: 

Raw Ifaterial Stock a/c 

To stock No. 1 a/c (quantity and vakie) 
Stock No. 2 a/c (quantity and vakie) 
etc. 

or the postings could be made directly from the material ab- 
stract or summary. 

The duplicates of the requisitions returned to the cost 
department form the basis for a recapitulation of material 
disbursements as to value only. These requisitions are posted 
to the job summary form, as shown in Section 94. A daily 
recapitulation is also made of these requisitions and recorded. 
At the end of the month, ijiis will furnish a check upon the 
accuracy of the postings made to the job summary forms and 
will also check the accuracy of the stock clerk's recapitula- 
tion. The requisitions may then be filed according to number. 
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For the total material disbursed during the month, an 
entry is made in the general journal : 

Raw Ifaterial on Work in Process a/c 
To Raw Ifaterial Stocli a/c 

The value of the material put into work or process is trans- 
ferred to the proper place on Form 1, Section 152. 

At the end of the month, the material columns of the job 
summary forms covering completed work are recapitulated 
(see Section 94) and the amount is entered on the record of 
completed work (see Form 4, Section 155). For the value of 
the material used, an entry is made: 

Raw Ifaterial Used a/c 

To Raw Ifaterial on Work in Process a/c 
For the cost of material used, as per record of completed work, 
on manufactured goods. 

As the completed or manufactured goods are billed, the job 
data are transferred from the record of completed work to 
the sales book and are entered in the columns provided for the 
analysis of cost of sales. (See Form 5, Section 156.) 

93. Time. In ascertaining departmental labor rates of 
cost, a strict account is kept of productive time. The wages 
paid for both productive and unproductive (not miscellaiieous 
labor) time of the operators are not usually separated. 

The productive time (hours and tenths of hours) of each 
department divided respectively into the total wages paid the 
operators of each department, establishes the labor rate of cost 
per hour per department for the month. 

For ascertaining time, time clocks are conveniently placed 
throughout the factory. These clocks are controlled by one 
central clock. 

Each operator is provided with a time ticket, a different 
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color, or some other distinguishing method, being used for 
each department. These tickets shonld provide for informa- 
tion as to the date, job number, identification of job (in case 
of error in entering job number), pay roll number of man, 
character of work performed and the time devoted to it. The 
ticket, with the day's entries, would be about as follows : 

TIME TICiOQT 



James Brown, Operator 
Department "A" 


Pay RoD No. 5 
Time 9.0 hoara 


Time 


Job 
No. 


Pro- 
dac- 
tive 
Time 


Unpro- 
duc- 
tive 
Time 


CoBtooier 


Cbaracter of Work 


6. P. M. 

4.6 

4. 


20 
12 

54 
50 


.6 
8.5 

1.5 
2. 


.5 
.5 


Jobn Jones 
CleantaiK iqi 
Jobn Smith 
limudi 




12. 
U.6 
10. 
8. A. M. 


CleantDS np 
Black lb CoQpaiqr 
Wblte ft Co. 
StartiBC time. 




Totals 




7.5 


1.5 







The minutes are expressed in tenths of hours, as the clocks 
register the time in this manner, and this affords a very easy 
decimal to handle. The two columns representing productive 
and unproductive time are completed in the office. This time 
is known as the ^'elapsed time.'' Entries to be made by the 
workmen should be reduced to a minimum. Where a work- 
man is transferred from one department to another, he should 
adopt the ticket of the department to which he is transferred. 

The total time of each man is entered on the pay roll op- 
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poBite his number and name and in the proper ''day" column, 
the pay roll book showing the department to which the time 
applies. Where a man has worked in two or more departments, 
an adjustment must be made, since his name should appear but 
once upon the pay roll. The pay roll can easily be made to 
take care of this by divisions providing for debit and credit 
adjustments between the departments. The tickets, after they 
are entered on the pay roll, are turned over to the cost depart- 
ment. 

The productive time (only) of all the time tickets should 
then be recapitulated according to departments and a record 
should be kept of the total daily productive time of each de- 
partment, in order that, at the end of the month, a check may 
be had upon the accuracy of the postings to the job summary 
forms, as explained in Section 94. 

A recapitulation should also be made of the unproductive 
time, and this should be compared with the unproductive time 
of other months. 

M. Labor. After the labor time tickets are received from 
the pay roll derk, the cost clerk should recapitulate the pro- 
ductive time (only) of all the tickets, as explained in the pre- 
ceding section. 

The productive time on these tickets is then posted to the 
Job summary forms, an illustration of which is shown below. 
A form is allotted to each job number and is about as follows : 
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JOB SUMMARY FORM 



JOB No. 80 



James Brown, New York City 

SUMMARY OF PRODUCTIVE TIlfE AND COST VALUE OF MATERIAL 



Date 


Dep't 
"A" 


Dep't 
«B" 


Dep't 


Dep't 
«D" 


Dep't 
"B" 


Mate- 
rial 


Merchan- 
dise 
















See section 
No. 148 


Totals 

















On this form, the minutes should be shown in tenths of 
hours. At the end of the month, the columns are footed and 
the totals are entered in small figures in red ink. For those 
jobs which are finished, the forms are closed off and the foot- 
ings placed on the total line. Where a job has not been com- 
pleted during the month, the same form should be used until 
completion of the job. The total productive time for the cur- 
rent month is obtained from the recapitulation of the time 
tickets, as described in the beginning of this section. 

The pay roll is entered each week through the voucher 
record : 
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Pay RoD i^c 

To Accounts Payable a/c 

For the distribution of the pay roll, it is necessary to refer 
to the recapitulation figures of the pay roll book or sheet, as 
to the money, and to the recapitulation of the time tickets, as 
above described, in order to obtain the productive time of each 
department. From the figures thus obtained, an entry is made : 



Dep't A, Labor on Work in Process a/c hrs 

Dep't B, Labor on Work in Process a/c hrs 

Dep't A, EiZpense (misoeDaneoos labor) a/c.... 
Dep't B, Expense (miscellaneoas labor) a/c... 
General Factory Expense (miscellaneous labor) a/c... 
General Office Expense (salaries, etc) a/c... 
Administration (executives) a/c... 
To Pay RoD a/c I 

The net charges for the month of both time and money to 
the department labor accounts are transferred to their re- 
spective places on Form 2, Section 153. The entry above de- 
scribed should be made at the end of the month, and for the 
total pay rolls for the month. The labor accounts must con- 
tain two debit and two credit columns. One column each for 
time, and one each for money. 

It is then necessary to ascertain the time and labor value 
which should be charged out to completed work. The job sum- 
mary forms covering work completed during the month are 
entered, as to time and material value, in the record of com- 
pleted work (Form 4, Section 155), each job being allotted a 
line. The columns of this record are then footed and these 
footings will represent the total time of each department used 
on the work completed during the month. On the respective 
ledger labor in process accounts, the debit balance of hours 
and tenths of hours divided into the debit balance of money 
will give the respective rates per hour to be applied for the 
month to the used time. These rates are then applied to the 
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time used on completed work, as shown in Section 153, Fonn 2. 
Taking the figures from this latter form, an entry is made: 

Dep't A, Labor Used i^c bra I 

Dep't B, Labor Used a/c bra | 

To Dep't A, Labor on WIl in Process a/c tars.. . I 

Dep't B, Labor on WIl in Process i^c tars.. . | 

For time and labor Tahie used in each department oo 
goods completed during the month. 

95. Oyerhead or Indirect Ezpenie. From the general ledger 
classified expense accounts (excluding the Department Ex- 
pense Accounts) , the respective balances are entered in a total 
column on a sheet providing for the apportionment of these 
items. A column is allotted to each department For the 
method of apportionment to be used, see Section 63. Entry 
is made for the transfer of these balances of overhead as fol- 
lows: 

Overhead on Work In Process a/c 
To General Factory Bipeiise a/c 
Department A, Bipense ^ 
Department B, Bipense " 
General Oflkoe Bipense " 
Seling Bipense ** 

Adndnlstratlan " 

An entry like this is made each month in order to concen- 
trate the balances of the classified expense accounts into one 
account. The proper portion of this overhead is then applied 
to finished work, and that portion which is applicable to work 
still in process at the end of the month is retained in the Over- 
head on Work in Process Account From the apportionment 
sheet (see Form 3, Section 154) the apportioned overhead 
charges to each department, as per expense classification, are 
entered on a form like Form 2, Section 153. Having ascer- 
tained on this form the proportion chargeable to finished work, 
an entry is made in form as follows: 
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General Factory BipenBe Used a/c 
Department A, Bipenfle Used 
Department B. Bipenae Used 
General OiDoe Expense Used 
SeDIng Bxpense Used 
Administration Used 

To Overhead on Work in Process a/c 



«< 



i< 



<t 



This entry places among the cost accounts the valne of the 
indirect expenses applied to the manufactured (completed) 
work, and leaves among the financial accounts, as an asset, the 
value of the indirect expense applying to work still in process. 

96. Value of Work Remaining in Prooess. In order to check 
the accuracy of the postings to the job summary forms (Sec- 
tion 94), one recapitulation must be made, at the end of the 
month, of the job summary forms covering work completed 
during the month, and another recapitulation must be made 
of those covering work still in process at the end of the month. 
The totals of these should then be compared with the daily 
record of the recapitulated time tickets and the material requi- 
sitions. For example, taking only the monthly totals : 

RECORD OP DAILY RECAPITULATIONS. 



Inventory at 1st of month 

Total time for the month as per 
dally recapitulations 

Total vahie of material put into 
work, as per material daily reca- 
pitulations 



Less time and material value, as per 
Job summary forms covering 
work completed during the month 



Inventory at end of month. 
(In Process) 



Dept.A 
Ttane 

1000 (hrs) 
3000 



Dept.B 
Time 

600 (hrs) 
1500 




Ifaterial 
Value 

I 800 00 



1200 00 



I 600 00 
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The inventory at the end of the month, as shown above, 
should agree with the recapitulated figures of the job summary 
forms covering work in process at the end of the month. It 
should also agree with the inventory shown on Form 2, Sec- 
tion 153. 

97. linished Work. Information as to completed work 
should go to the cost clerk promptly and the job forms cover- 
ing the finished work should be entered in the record of com- 
pleted work and then go to the billing clerk. At the end of 
the month, the cost data regarding all jobs completed during 
the month are obtained from the totals of the columns of the 
record of completed work. (See Form 4, Section 155.) Or, if 
all jobs are billed directly upon completion, the data may be 
obtained from the sales book cost analysis. (See Form 5, Sec- 
tion 156.) The information as to time furnishes the basis for 
transferring the cost of labor from Labor on Work in Process 
Account to Labor Used Account. 

A recapitulation of the value of material used forms the 
basis for the transfer of material value from Raw Material on 
Work in Process to Raw Material Used Account. 

An entry is then made to establish a controlling account 
for the various used or cost accounts, and to establish among 
the financial accounts, as an asset, an account to which is 
charged the cost of work completed during the month: 



MANUFACTURED GOODS A/C 

Raw Material Used 
Dept. A Eizpense Used 
Dept. B EiZpenfle Used 
Genl. Office Eizpense Used 
GenL Facty. Eizpense Used 
Administration Exp. Used 
Selling Eizpense Used 

TO MANUFACTURING A/C 



From the data obtained from the sales book entries for 
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the month (Form 5, Section 156 ), the following entries are 
made: 

Cost of Sales a/c 

To Manufactured Gk)od8 a/c 
For the cost of sales for tbe month. 

and: 

Accounts Receivable a/c 

To Sales a/c 
For the sales value of goods sold for the month. 

98. Closiii^ the Accoiints. In closing the books at the end 
of the fiscal year, the balances of all the cost or used accounts 
are transferred to Manufacturing Account The latter ac- 
count will then balance. 

The balance of Cost of Sales Account is transferred to 
Sales Account ; the balance of Sales Account to Loss and Gain 
Account, and the balance of this latter is transferred to Sur- 
plus Account. 

99. Summary. By consulting the '^Illustration of Depart- 
mental Cost/' beginning with Section 146, a much more definite 
idea may be obtained as to the accounting and the analyses. 
Also, as to how the cost of specific jobs is ascertained, which 
is fully shown in sections 156 and 156. 

The necessity for closing the overhead accounts is due to 
having to apply the entire overhead for the month first over 
goods in process, and then having to charge the cost accounts, 
representing values used, with the proper proportion applic- 
able to finished work. Lastly, reference as to overhead expense 
must be left in such form that the total of any one classifica- 
tion for any given period may be quickly ascertained. 

The cost of the unit of production, in this type, cannot be 
relatively expressed by either one or several units alone, as 
the cost of the material used on the work does not enter into 
the cost rates. Therefore, the cost rates for each job must be 
separately expressed according to departments. 



CHAPTER V. 
DEPABTHEHTAL COST. 

Including Specific Job Cost. 
(Machine and Man Hours As the Units of Measure.) 

100. General Semarks. As explained in Section 55, the ma- 
chine operating hour may be adopted as the unit of measure 
for a department (machine group) where the manufacturing 
process is performed by machines. Some of the machines, by 
reason of size, capacity, etc., may require more labor than other 
machines in the same group, but the idea is to ascertain the 
cost per operating or running hour for each group. The plan 
may also be applied to individual machines. The rates ob- 
tained will include all cost charges except the cost of the ma- 
terial used. While the machine hour may be used for one or 
more departments, in other departments of the same factory 
the man hour may be used as the unit of measure. The sub- 
ject will, therefore, be treated in conjunction with the man 
hour.. 

For the sake of clearness, certain common expense ac- 
counts are cited and the relation of these to the cost account- 
ing is explained as a guide to the principles involved and as 
to form. 

Cost, based on the machine operating hour, apportions 
the overhead more accurately to the work than when based 
on the man hour. Estimates for work are also more easily 
made. Automatic registration of output should be provided 
for, if possible, since speed is one of the factors by which the 
efficiency of the factory must be reckoned. 

Instead of keeping a ledger account for each job, a job 
cost form may be used. This form should provide a ^'cost col- 

84 
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umn" and a '^sales colnmn." The former should contain the 
itemized figures pertaining to the cost, according to depart- 
mental and machine group classification; the sales column 
should contain the figures pertaining to the selling price or 
estimate made to, and accepted by the customer. The latter 
information may be filled in at once, and should be itemized 
to correspond with the information to be contained in the cost 
column. This form should not be confused with the job sum- 
mary form described in Section 94. 

101. The Aooounts. In this section a few of the most com- 
mon expense accounts will be treated as to how they affect the 
departmental man hour or the machine operating hour method. 
It will be assumed that there are two machine groups for which 
the machine hour cost is ascertained, and one department in 
which the cost per man hour is found. 

(a) Machine Oroup No. 1, Lorbor on Work in Process 
Account This account is charged with productive and un- 
productive wages paid for operating the particular machine 
group, and with the productive machine operating hours. Two 
columns should be provided on each side of the account, one 
column on each side for time, and one each for money. 

(b) Machine Oroup No, 1, Expense Account, To this ac- 
count should be charged only such expenses as apply specif- 
ically to the machine group, as, for instance, supper money, 
miscellaneous labor and like items. At the end of the month 
there will be other charges to this account from the journal 
for supplies used, depreciation, rent, insurance, repairs, etc., 
directly affecting and apportioned to this group. 

(c) Department A, Labor on Work in Process Account. 
This account should provide debit and credit columns for both 
time and money. To it are charged only the productive man 
(not machine) hours, but both the productive and unproduc- 
tive wages paid. 

(d) Department A, Expense Account. To this account 
are charged, directly through the voucher record, expenditures 
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made specifically for the department Throagh the journal, at 
the end of the month, there will be other charges. 

(e) Repairs and Renewals Account These items shoold 
be entered through the voucher record by charging the total 
voucher to the account and crediting Accounts Payable Ac- 
count, and then, in the same entry or by journal entry, dis- 
tributing the amounts to the proper accounts, crediting Re- 
pairs and Renewals Account for the distribution. This has 
the effect of concentrating the total expenditures under this 
classification into a statistical account which can be easily 
referred to. The general repairs and renewals, not applicable 
to any department or group, should be charged to Gteneral Fac- 
tory Expense Account. 

(f ) Power y Ta^es, Insurance, Depreciation and Rent Ac- 
count. These items may be contained in separate accounts. 

Charges for power would consist of expenses for running 
the power-house, or for current furnished, and are distributed 
through the journal, at the end of the month, to the various 
machine groups or departments on the basis of actual power 
used or horsepower hours. (See Section 63.) 

Taxes are charged monthly from a prepared schedule, 
credit being given to Provision for Taxes Account. The dis- 
tribution is made by crediting Taxes Account at the end of 
the month for the net charge and charging General Factory 
Expense Account. 

Insurance premiums are charged as paid to the Unexpired 
Insurance Account. The monthly proportion is credited to 
this account and charged to Insurance Account The net 
charge to this latter account is then distributed through the 
journal to the various machine group and department expense 
accounts, according to the insured value as to machinery; that 
portion which is general is charged to General Factory Ex- 
pense Account, Insurance Account being credited for the dis- 
tribution. 

Depreciation provision for the month is entered through 
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the journal and charged to Depreciation Account, Reserve for 
Depreciation Account being credited. The distribution of the 
charge to the former account is made according to prepared 
schedules, over the machine group and department expense 
accounts, for that portion which spedflcally affects them. The 
balance, which is general, such as depreciation on buildings, 
etc., is distributed to General Factory Expense Account. De- 
preciation Account is credited for the distribution. 

Rent is charged to Rent Account monthly. Distribution 
is made on the basis of floor space and charged proportionately 
to the machine group and department expense accounts. That 
portion of the rent which is general is charged to Oeneral Fac- 
tory Expense and Oeneral OlBce Expense Accounts propor- 
tionately. 

After the entries for the distribution of the balances have 
been made, the account or accounts containing the above items 
will balance. 

(g) Oeneral Factory Expense Account. This account is 
charged with such items as miscellaneous wages, shipping room 
expenses, teams, porters, miscellaneous expenditures and with 
that portion of repairs and renewals, rent, depreciation, etc., 
which does not specifically affect some machine group, depart- 
ment, or General Office Expense Account. 

After all charges for the month have been made to this 
account, it is necessary to determine the portion applicable to 
each machine group or department. This may be done on a 
properly prepared analysis form (Form 3, Section 154) and the 
apportioned amounts are then entered in their respective places 
on a form similar to Form 2, Section 153. The closing of this 
account renders it of statistical value only, as shown in Sec- 
tion 108. 

( h ) Oeneral Office Expense Account. To this account are 
charged the general office exx)enses, salaries of clerks, etc. The 
monthly apportionment of the balance of this account is made 
(see Form 3, Section 154) and the apportioned amounts are 
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placed in their respective column, lines and divisions on the 
cost analysis (Form 2, Section 153). The closing of this ac- 
count, by which it becomes statistical, is shown in Section 108. 

(i) Administration Account. Salaries of officers, execu- 
tives, etc., are charged to this account The apportionment of 
the balance, at the end of the month, over the machine groups 
and departments is made and the figures used as above de- 
scribed. The closing of this account is shown in Section 108. 

(j) Selling Expense Account. To this account are 
charged the traveling expenses, salaries and commissions of 
salesmen and advertising. The monthly balance is appor- 
tioned and applied, and the account is closed as indicated in 
the preceding sections. The apportioned items are transferred 
to their proper places on the cost analysis. (See Form 2, Sec- 
tion 153.) 

102. Baw Katerial Beoeived. Receipts are charged to Raw 
Material Stock Account, Accounts Payable and Discount Ac- 
counts being credited for the amount of the invoice through 
the voucher record. The stock records should be kept as shown 
in Section 91. 

103. Baw Katerial Disbursed. The cost data must show 
the value of the material put into process from stock for the 
month, and the cost value of all material used from start to 
completion on work finished during the month. Besides this, 
the material used must be charged against each job specifically. 
This information must be obtained through a careful record- 
ing of each disbursement of material. To this end, material 
is issued only upon presentation of a properly signed requisi- 
tion. The requisition must bear a number and contain infor- 
mation as to the date, job number, class and style of material, 
quantity, cost price and value. The originals are retained by 
the stock clerk and the duplicates are returned to the cost de- 
partment to be posted daily to the job summary forms, as de- 
scribed in Section 94. The requisitions are recapitulated daily 
by the cost clerk and a perpetual record is kept (as shown in 
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Section 96) so that, at the end of the month, the total value of 
the material put into and remaining in process may be quickly 
arrived at. The total value of the material put into process 
for the month must agree with the recapitulation of the stock 
clerk of material disbursed by him. 

The stock clerk's recapitulation is made up on the basis 
of quantity, class and style, and value. 

The cost department daily recapitulation record of the 
requisitions serves as the basis for the following entry, to be 
made at the end of the month : 

Raw Ifaterial oo Work in Process a/c 

To Raw Ifaterial Stock a/c 
F6r the value of raw nmterial pat into process during the month. 

The stock clerk must enter through the stock journal, or 
directly from his recapitulation, to the credit of each stock 
account, the quantities and cost values of materials disbursed, 
and Raw Material Stock Account should be charged with the 
aggr^ate of all such entries. The credit balance of the latter 
account in the stock ledger must agree with the debit balance 
of Raw Material Stock Account in the general ledger. The 
requisitions are filed according to number. 

As work is completed, the information contained on the 
job summary forms is entered on the record of completed work, 
Form 4, Section 156. As the jobs are billed, the data, pertain- 
ing to them, are transferred from this form to the cost an- 
alysis portion of the sales book. 

The total of the material column of the record of com- 
pleted work (Form 4, Section 155) furnishes the basis for the 
entry: 

Raw Ifaterial Used a/c 

To Raw Ifaterial on Work in Procesa a/c 

The record of completed work also furnishes the data 
necessary to complete the job cost form described in Section 
100. On Form 4, Section 155, the calculations for the time 
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cannot be made until the end of the month, after the rates of 
co8t for each department and machine group have been estab- 
lished on Form 2, Section 153. The job cost form, when com- 
pleted, may be filed for future reference. 

104. Time Tickets of the Men. In the departments where 
the cost of the man hour is sought, the tickets of the men are 
in form and are treated in the same manner as described in 
Section 93. 

Where the machine operating hour cost is sought, the time 
tickets of the men need only show the starting and stopping 
time, in order that the total time made by them for the day 
may be ascertained. The tickets must show the department 
in, or machine group on which the men were employed. The 
entries to the pay roll are made from these tickets. A different 
color of ticket should be used for each department and group, 
if possible. 

105. Machine Group Time Tickets. These tickets should 
state plainly the machine group, job number and identifica- 
tion, character of the work, output and running time (pro- 
ductive) and the idle time of the machine. The identity of the 
machine is usually established by the signature of the chief 
operator on the ticket Where a job is completed, and the 
elapsed time between that and the starting of a new job has 
been devoted to cleaning up, or has simply been idle time, the 
elapsed time should be so noted. A different color of machine 
ticket should be used for each group if possible. The produc- 
tive time shown on the tickets of each group may form the 
basis for the depreciation of the machines, as explained in 
Section 67. 

The machine tickets are never used as the basis for entries 
to the pay roll, but the operator of each machine must stamp, 
in a space provided on each ticket, the starting and stopping 
time of each operation, as shown in Section 93. 

The machine time tickets should go to the cost clerk, in 
order that the elapsed time may be entered on the tickets in 
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the columns provided for this. These columns would be headed 
^'Productive Time" and "Idle Time." A recapitulation should 
be made daily by the cost clerk of the running time of each 
group and a perpetual record should be kept. At the end of 
the month, the total productive hours for the month may be 
easily ascertained from such a record. The running time on 
these tickets is then posted to the various job summary forms 
affected. After this, the tickets may be filed, but, as each ticket 
may contain items concerning more than one job, it is neces- 
sary to file these according to departments and date. 

106. The P&y Boll. This form or book should provide col- 
umns for the numbers of the men, their names, the total hours 
made each working day, the total time for the week, rates of 
pay and the wages earned by each man. The name of a man 
should appear but once. In order to provide for adjustments 
necessary to be made on account of the shifting of men from 
one department or group to another, the pay roll should con- 
tain adjustment divisions for each department and group. 

When the pay roll is completed, the total of each depart- 
ment or group division will show the distribution. The entry 
through the voucher record would be : 

Pay Ron a/c 

To Aooounts Payable a/c 

If a separation of productive and unproductive wages was 
desired, it would be necessary to arrange the pay roll book to 
provide for this, as also the various recapitulation forms. 

107. Labor. In Section 106 the entry for the pay roll was 
shown. The next entry to be made is for the distribution of 
the pay roll. 

From the pay roll book or sheet, the amount of wages paid 
for each department and group, for miscellaneous labor, and 
salaries for the general office are ascertained. The productive 
time is obtained from the record of the daily recapitulations 
of the man tickets for the departments, and of the machine 
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tickets for the machine groups, as described respectively in 
sections 93 and 105. At the end of the month, an entry is 
made for the distribution of the pay rolls as follows: 

Machine Group 1, LAbor on Work in Process a/c brs. $ 

Machine Group 2, LAbor on Work in Process " brs. $ 

Department A, LAbor on Work in Process " hrs. $ 

General Factory Expense " $ 

General Office Expense " $ 

Machine Group 1, Expense ** $ 

Machine Group 2, Expense " $ 

Department A, Expense " $ 

To Pay RoU a/c $ 

The time and money charged for the month to the machine 
group and department labor accounts are transferred to their 
respective columns and divisions on Form 2, Section 153, on 
line 2 of each. 

It is then necessary to establish the total hours of each 
department and group used from the start to the completion 
of all jobs completed during the month. This information is 
obtained from the month's record of completed work, Form 4, 
Section 155. The time applying to each department or group 
is transferred to the time column and entered on the fourth 
line of each respective division on Form 2, Section 153, and 
multiplied by the rates established for the month, as shown on 
this form on the third line of each division in the rate column. 
This will give the value of the labor which should be charged 
out for the month to manufactured goods. Entry is then 
made: 

Machine Group 1, LAbor Used a/c hrs $ 

Machine Group 2, Labor Used " hrs $ 

Department A, LAbor Used " hrs $ 

To Machine Group 1, LAbor on Work in Process a/c $ 

MacUne Group 2, LAbor on Work in Process ** $ 

Department A, LAbor on Work in Process " | 

For time and vahie of labor used on work completed 
during the month. 
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108. Overhead Ezpenie. (Bee Section 101.) After all 
charges for the month have been made to the overhead ac- 
countSy the general overhead is apportioned over the work 
(machine groups or departments) by schedule (as to taxes, 
depreciation, insurance, rent, etc.) or, on the basis of direct 
labor. These accounts are then closed by entry as follows: 

Machine Group 1, Expense a/c 
llacliine Group 2, Expense " 
Department A, Expense " 
Genera] Factory Expense " 
General Office Expense " 
Administration " 

Selling Expense " 

To Repairs and Renewals a/c 

Taxes, Deprec., Ins., Rent and Power a/c 
Fy>r distrilratlon of tlie deMt balances of tlie btter accounts. 

The debit balances of each machine group and department 
expense account, and the general overhead as apportioned to 
each group or department, are transferred to their respective 
lines, columns and divisions on Form 2, Section 153. In order 
to concentrate these balances in the ledger into one account, 
an entry is made: 

Overliead on Work in Process ^/c 
To Haclilne Group 1, Expense a/c 
Ifadilne Group 2, Expense 
Department A, Expense 
General Factory Expense 
General Office Expense " 
Administration " 

Selling Expense " 
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109. Cost of Finiahed Work Ascertained. A form similar to 
that shown in Section 153, is used on which to apply the ex- 
pense (exclusive of material) of each department and machine 
group to work finished during the month. 

Vertical columns are provided for each classified expense, 
and separate horizontal divisions for each machine group 
and department. 
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The first line of each division indicates the value of the 
inventory of work still in process on the first of the month, 
left over from the previous month. 

The second line is for the items of cost for the current 
month. 

The third line represents the total of the two foregoing 
items. By dividing the time on this line of each division into 
each classified expense amount on the same line, the respective 
cost rates per hour are obtained, which are applied to the hours 
and minutes on the fourth line of each division (^^used on work 
completed during the month"). 

The fifth line indicates the inventory of work still in pro- 
cess at the end of the month. 

A recapitulation division may be added to the form, if 
desired, and a column then added, in the recapitulation divi- 
sion only, for the value of the material used. However, this 
recapitulation division would not show cost rates, but merely 
values. The total labor and overhead values used on work 
finished during the month could then be ascertained from the 
fourth line of the recapitulation division. Entry, as shown in 
Section 107, would then be made: 

Macliine Oroup 1, LAbor Uaed a/c hrs. $ 

Machine Oroup 2, LAbor Uaed " brs $ 

Departmeot A, LAbor Uaed " bra $ 

To Machine Group 1, LAbor on Wk in Prooeaa hra. $ 

MacUne Group 2^ LAbor on Wk tai Prooeaa hra. $ 

Dep't A, LAbor on Worli in Prooeaa a/c hra. $ 

and then: 

Machine Group 1, Eipenae Uaed a/c 
Machhie Group 2, Ezpenae Uaed 
Department A, Expenae Uaed 
General Factory Expenae Uaed 
General Office Bxpenae Uaed 
Adminiatration Uaed " 

Selling Ezpenae Uaed " 

To Overhead on Work hi Proceaa a/c 
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The result of these entries is to charge the cost accounts with 
the total value of labor and overhead used on the work com- 
pleted during the month. 

For the value of the material used on the finished work, 
as shown in Section 97, an entry is made: 

Raw Ifaterlal Used a/c 

To Raw Ifaterlal on Work In Prooess a/c 

The financial accounts (representing assets) of Baw Material 
on Work in Process Account, Labor on Work in Process Ac- 
count and Overhead on Work in Process Account are all re- 
lieved of the values which have been put into the finished work, 
and now represent only values contained in the work which 
is still in process. 

Then, to place among the financial accounts the value of 
the finished work, and to establish a controlling account for 
the various cost accounts (used accounts), make entry: 



HANUFACTURBD GOODS A/C 

Haclilne Group 1, Labor 
Machine Group 2, Labor 
Department A, Labor 
Madiine Group 1, Expense 
Madiine Group 2, Expense 
Department A, Expense 
General Factory Expense 
General Office Expense 
Administration 
Sefflng Expense 
Raw Ifaterlal 

TO MANUFACTURING A/C 



Such an entry effectually separates the two sets of accounts. 
Form 2, Section 153 will provide full analytical information. 
110. The Sales Book. The sales book can be so arranged as 
to avoid the necessity of having a cost ledger in which to keep 
the specific job accounts. It also serves as the basis for two 



96 PRINCIPLES AND PRACTICE OF COST ACCOUNTING 

important entries. By referring to Form 5, Section 156, the 
general plan can be seen. From the total of the cost colnmn 
of the sales book, make entry : 

Cost of Sales b/c 

To Maimfactured Goods a/c 

This entry relieves the latter account of assets disposed of dur- 
ing the month, and charges the former account with them at 
cost. 

Then, from the total of the sales column of the sales book, 
make entry: 

AocoimtB Receivable a/c 

To Sales a/c 
For tbe sales value of tbe goods sold during tlie montli. 

The hours and minutes only, and the value of the material 
for each job are first entered in the cost analysis side of the 
sales book, a line being allotted to each job number. At the 
head of each machine group or department column are entered 
the respective hour rates of cost, as obtained from the various 
divisions on Form 2, Section 153. The calculations must then 
be made in order to ascertain the cost of each job. The job 
cost form, referred to in Section 100, may then be completed. 

The information for the sales analysis is obtained from the 
job cost form, on which is found, in the sales column the item- 
ized estimate quoted to and accepted by the customer. This 
information is entered accordingly in the sales analysis col- 
umns of the sales book. 

The sales book will contain all the information necessary 
for preparing a statement of departmental profits, as well as 
a statement of profits on material and merchandise used. 

111. Closing the Acconnts. At the end of the fiscal year, 
the cost accounts are all closed into Manufacturing Account. 
The latter account will then balance. Cost of Sales Account 
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ig dosed into Bales Aeconnt, and the balance of this latter is 
then transferred to Loss and Gain Account. 

The balance of Loss and Gain Account is closed into Sur- 
plus Account. 

These represent, the entire closing entries and show at 
a glance how clear a picture of the operations can be obtained 
from the monthly trial balances of the financial accounts 
throughout the year, and how minute an analysis may be ob- 
tained from the various analysis forms. See trial balances, 
sections 159 and 160. 



CHAPTER VI. 
FE0CE8S COST— SUFUB TYPE. 

Quantity As thb Unit of Mbasube. 

112. General Semarks. In this chapter, the manufacture 
of products (brands, styles, etc.) will be considered. In this, 
the raw material is put into and subjected to process until it 
has reached the stage of ^^finished material" for each specific 
product, after which the only further operation needed to com- 
plete the manufacture is to pack the material into containers. 

As the packages or containers may be of different sizes, 
the cost of labor (which for packing is usually paid on some 
piece rate plan which varies according to sizes) and wrapping 
material for each size used must be ascertained. 

The cost of material used for each specific product is de- 
termined by the cost of the material put into process for each. 
In speaking of the specific products, they will hereafter be re- 
ferred to as "Brands" for simplicity. 

The cost of labor on material in process is analyzed, and 
the rate ascertained at which to charge out the labor on fin- 
ished material (ready for packing). A proportion of this is 
afterwards charged, each month, to manufactured goods. The 
labor on material in process may be charged to all products at 
the same rate of cost per measure, or the labor rate of cost for 
each may be different. 

If all of the material was put through the same machines 
and processes, the difference in the products being caused by 
a mixture of different qualities of materials and different fla- 
voring, or some similar process, then the labor rate of cost 
per measure would be the same for all. 

98 
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Bnt where specific processes for the various products ob- 
tain, the labor rate of cost per measure per product would have 
to be specifically found. 

Overhead for the current month is distributed to the va- 
rious classified expense accounts. It is then charged out each 
month in its entirety to the goods manufactured (completed) 
during the month. Where the labor rate of cost for the labor 
on finished material of each product is the same, or nearly 
so, the overhead may be apportioned over the various brands 
on the basis of production of manufactured goods. 

Where the rate of cost for labor on finished material of 
each product varies, the overhead should be apportioned over 
the manufactured goods on the basis of labor on finished ma- 
terial used on goods manufactured (completed) during the 
month. 

From the various analysis and apportionment forms, as 
shown in sections 162 to 180, the items affecting manufactured 
goods are concentrated on a form like Form 18, Section 178, 
and the unit of cost is then found for each classified expense 
by dividing the total production of each class of goods manu- 
factured during the month into the contributing classified 
expenses applied to each. The sum of these units of cost for 
any one brand, etc., will be the unit of cost per pound, per yard, 
etc., of the manufactured product. 

An unusual quantity of raw material put into process dur- 
ing the last days of the month, and on which scarcely any work 
was performed during that month, would have the effect of 
holding back, over the material in process, more than the 
proper proportion of labor cost, and would temporarily, at 
least, decrease the labor rate of cost on finished material for 
that month. Time constitutes the most equitable method of 
charging out labor. But the trouble and expense of ascertain- 
ing how long each lot of material stayed in process would not 
be practicable. 

113. Baw Material Seoeived. The stock record should be 
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kept by opening an account for each dassifled material and by 
charging each account with quantity and cost value. These 
accounts would include the wrapping materials (packages, 
paste, labels, twine, boxes, etc.). At the end of the month, the 
entry through the general books, from the voucher record, 
would be: 

Raw Material Stock No. 1 a/c 
Raw Material Stock No. 2 " 
Wrapping Material " 

To AcooimtB Payable a/c 

114. Baw Material Diibuned. The recapitulation by the 
stock clerk at the end of the month would be made as to the 
quantity of each class of raw material disbursed, the average 
price to be applied and the value. These data should be 
checked with the cost department; the various stock accounts 
should then be credited for the withdrawals. 

The cost department recapitulation must show the quan- 
tities of raw material, price and value put into each brand 
for the month. This information is then placed on a form 
similar to Form 8, Section 168 in order to ascertain the price 
to be applied to the quantities of raw material put into process 
for each brand. The value of the raw material in process is 
then worked out on Form 9, Section 169. 

A separate recapitulation of the wrapping materials 
should be made as to quantities, price and value of each size 
(as to the packages and labels), and quantity price and value 
as to the paste, twine, etc. (For this, see Form 13, Section 

173.) 

For the total raw material put into process for the month, 
an entry is made: 

Raw Material in Process a/c $ 

To Raw Ifaterial Stock No. 1 a/c lbs | 

Raw Ifaterial Stock No. 2 " Iba | 
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115. Wrapping Material Analysii. For this, see Form 13, 
Section 173. The value of the wrapping material used in the 
packing of each brand is ascertained by this analysis and an 
entry is made : 

Wrappfng Ifaterial Uaed a/c 

To Wrapping Material Stock a/c 

The figures are then transferred from this analysis to Forms 
15 and 16, Sections 175 and 176, and from these to Form 18, 
Section 178. 

116. Finished Material. The quantity of finished material 
received out of process for the month for each brand (see Form 
9, Section 169) must be ascertained and, if possible, by actual 
inventory, the quantity of raw material remaining in process 
at the end of the month. 

From each brand division on Form 9, Section 169, the av- 
erage price of the raw material for each brand is obtained. 
The total pounds of each brand on line 7 divided into the re- 
spective total cost values of the raw material of each brand 
will establish the rate at which the finished material should 
be charged out. An entry is made through the journal for the 
figures on the ninth line of the form : 

Finished Material Stock a/c 

To Raw Material in Process a/c 
For the pounds and vahie of finished material received oat of process 
for the month. 

The pounds and value of the finished material are then trans- 
ferred to Form 10, Section 170 and the figures are placed in 
their respective places. These are added to the figures on 
the form comprising the inventory of finished material at the 
first of the month and the total of pounds of each brand 
divided into the respective values of each, establishes the rate 
of cost at which the finished material packed (manufactured 
or completed goods) during the month for each brand should 
be charged. The pounds ascertained to have been used for 
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the month are then placed in their respective places on the 
form and multiplied by the rates as above established to be 
applied to finished material used on manufactured goods. The 
form is then completed, and the pounds and money of each 
brand used on manufactured goods are transferred to their 
respective places on Form 18, Section 178. 

An entry is made for the figures on the fourth line of each 
brand division on Form 10, Section 170, as follows: 

Finlslied Haterial Used a/c 

To Ffnished Ifaterial Stock a/c 
For pounds and vahie of flDished material used on goods manufactured 
during tbe month. 

117. Labor. The pay roll is first charged to Pay Roll Ac- 
count and is then distributed. In order to make the proper 
distribution, an analysis of the pay roll must be made. The 
labor on material chargeable to each process is determined 
and, if necessary, for each brand separately. 

The labor chargeable to Labor Wrapping Account (put- 
ting into packages, labeling, etc.) must be ascertained. 

Likewise, the labor chargeable to General Factory Ex- 
pense Account and the salaries chargeable to Qeneral Office 
Expense Account must be distributed. 

The pay roll analysis is used as the basis for the labor 
statement, Form 11, Section 171, and for the distribution of 
the pay roll in the following entry : 

LAbor on Raw Material in Process ^/c 
Labor Wrapping 
Qeneral Factory Expense 
Qeneral OflBce Expense 
To Pay Ron a/c 

118. Labor on Baw Material in Prooeas. Form 11, Section 
171 is used for the purpose of determining the rate at which to 
charge the labor on material received out of process, and to 
establish the rate of cost for labor on material remaining in 
process. 



M 



« 



PRINCIPLES AND PRACTICE OF COST ACCOUNTING 103 

If the processes are different for the different brands, more 
divisions for brands should be added and, at the head of each, 
should be placed the name of the brand to which it refers. The 
processes should bear specific names, as "Mixing," "Grinding," 
"Cutting," "Drying," "Flavoring." 

In the first process division are entered the items com- 
prising the inventory of labor on material in process, and the 
quantity of the material. 

On the next line, the pounds put into process and the labor 
charge for the month. 

The figures on the first two lines are then totaled and the 
total of pounds is divided into the total of the money and this 
establishes, for each brand, the rate per pound at which to 
charge the labor on material to the next process. 

Having ascertained the pounds delivered during the month 
to the next process, the wei^t is multiplied by the rate and 
the money inserted. The balance will represent the inventory 
of labor on, and the quantity of material remaining in process 
No. 1 at the end of the month. 

The subsequent process divisions should b^in with their 
respective inventories of pounds and money. On the next line 
are added pounds and labor value charged during the month 
from the preceding process. To the labor value is added the 
labor charged to the process during the month, but, of course, 
without any entry in the pounds column. A total is then made 
of the foregoing entries and the total of pounds is divided into 
the money. The rate thus obtained is the labor rate of cost 
at which to charge out the material delivered to the next pro- 
cess. The rate of cost for each process includes the rate of 
cost for each preceding process, if any. 

The pounds of material received out of the final process 
are then determined and multiplied by the cumulative labor 
rate as established. The amount so found is the labor value 
to be charged out to Labor on Finished Material Account. 
Then, from the final process division of each brand on the labor 
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statement, the item of ''charged to labor on finished material" 
is made the basis for the entry : 

Labor on Finished Material ^/c 

To Labor on Raw Material In Process i^c 
For tbe vahie of labor on finished material received oat of process 
during the month. 

An analysis is made of the Labor on Finished Material Ac- 
count, as shown on Form 12, Section 172. This forms the basis 
for an entry : 

Labor on Finished Iflaterlal Used a/c 

To Labor on Ftailshed Material a/c 
For the vahie of labor on finished material used on manufactured goods 
for the month. 

If the labor value thus established covered all brands, it would 
have to be apportioned as shown on Form 17, Section 177. 

If the labor value used was specifically established for each 
brand on the labor statement, the transfer would be made di- 
rectly from the labor statement to Form 18, Section 178. 

119. Labor Packing, Labeling, etc. (Labor Wrapping). From 
the pay roll analysis, the pounds of material for which the 
wrapping is paid for the month, and the wages paid for the 
same, are inserted in the proper divisions of the labor state- 
ment. Form 11, Section 171. 

The wrapped goods, at the end of the month, may have a 
few trays of packages left over which are not counted as man- 
ufactured goods, since they are not completely wrapped and 
are, therefore, not ready to be placed in stock or shipped. 

Then insert on the form the pounds of goods wrapi)ed 
(manufactured goods) during the month, multiply by the rate 
established on the form and the amount thus obtained is the 
amount of money to charge out in the following entry : 

Labor Wrapping Used a/c 

To Labor Wrapping a/c 
For the vahie of labor wrapptaig used durtaig the month. 
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120. Analysis of Labor Wrapping. A further analysis for 
labor wrapping for each brand is required. 

Where the cost of wrapping for each size package or con- 
tainer is paid at different rates, an analysis of the cost of each 
size for each brand must be made (see Form 14, Section 174). 
As the wages paid will be based on some plan of piece rate, 
the analysis of labor wrapping is quite easily made and recon- 
ciled with the labor statement. 

The figures from this analysis are transferred to Forms 
15 and 16, Sections 175 and 176. Each brand is allotted a form 
on which an analysis is made of the wrapping material and 
labor wrapping used on each size package of manufactured 
goods. A summary is also made on each form for each brand 
and the recapitulated figures are transferred to their proper 
places on Form 18, Section 178. 

121. Overhead Expense. See Form 17, Section 177. The 
distribution of the net debits for the month of each classified 
overhead expense account are made on this sheet The bal- 
ance of each account is placed on this form in the proper col- 
umn on the line provided for the totals. The total of aU pounds 
manufactured is divided into these amounts in order to obtain 
the rate per pound for each classified expense. The pounds 
of each brand are then multiplied by the rates thus established 
in order to secure the proper apportionment. 

The cost of material for each brand may also be placed 
on this sheet from Form 10, Section 170. The pounds of each 
brand are divided into the respective material values to obtain 
the cost rates per pound of material. All- figures on this form 
are then transferred to Form 18, Section 178, and placed in 
their respective places. No entry is made to dose the overhead 
accounts, as they are all cost accounts; the entire overhead 
each month being charged out to manufactured goods. 

122. Kannfactured Goods and Cost of Sales. For the an- 
alysis of manufactured goods and cost of sales, Form 18, Sec- 
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tion 178 is used, and the figures on this analysis form the basis 
for the entry : 



MANUFACTURED QOOD6 A/C 

Raw material 
Labor on raw material. 
Labor wranring 
Interest on plant 
General factory expense 
Wrapping material 
General office expense 
Administration 
SelBng expense 

TO BiANUPACTURING A/C 



This entry places among the financial accounts, as an assets 
the cost of the manufactured goods and establishes, by the 
latter account, a controlling account for the cost accounts. 
The next entry, also from this form, would be : 

Cost of Sales a/c 

To Manufactured Goods a/c 

Thus crediting the latter account for the goods sold or shipped 
From the sales record, an entry would be made as follows : 

Accounts Receivable a/c 
To Sales a/c 

123. Closing the Accounts. At the end of the fiscal year, 
the cost accounts are all closed into Manufacturing Account, 
Cost of Sales Account into Sales Account, and the balance of 
Sales Account is then transferred to Loss and Gain Account. 

124. Analysis of Profits. Form 19, Section 179, will show 
a full analysis of the cost rates per pound for each size of pack- 
age for each brand. Likewise, the selling price and the profit 
made on each. 



CHAPTER VII. 

KE0CES8 COST---COMFLEZ TYPE. 

Quantity As thb Unit of Mbasubb. 

126. General Bemarks. It may be necessary for the raw 
material to undergo separate processes, from which it is re- 
ceiyed as ^^finished material" under specific product names. It 
may then be either sold under its specific classification, or 
mixed, assembled or joined in order to produce other specific 
products. 

This necessitates a little change in the detail as compared 
with process cost of the simple type, where the finished ma- 
terial of each brand is simply packed under its specific product 
name. 

In this type, the cost is sought first for each dass, brand 
or style of finished material. These finished materials are then 
virtually held in stock awaiting final disposition. 

The expense of material, labor, specific and general over- 
head work are charged to the various finished materials. 

If the finished material is simply packed and sold under 
its specific product name, the labor wrapping would be the 
only additional charge. 

If several of the finished materials were assembled, the 
additional charges would be labor assembling, assembling over- 
head, labor wrapping and wrapping material. 

The processes which the raw material undergoes in the 
manufacture of the finished materials may require, at first, 
a temporary unit of measure. For instance, raw material 
might be put into process on the basis of pounds. After one 
or more processes it may take some shape which would permit 
of pieces being used as the unit of measure. In order to charge 

107 
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out the value of the raw material to finished material ( received 
out of process), pounds must be used in the analysis of the 
raw material in process, but the number of pieces received out 
of process and the value of the same would be charged to Fin- 
ished Material Account, instead of pounds and money. The 
unit of measure for the finished material must be made to con- 
form to that which will be used for the manufactured product, 
if it is possible to do so. 

126. Fay EoU Analygis. The pay roll analysis for the month 
should show the labor chargeable to each classified process, 
labor assembling, labor wrapping or packing (including the 
boxing), miscellaneous labor to be applied over all operations, 
and the salaries, etc., chargeable to General Office Expense 
Account. This analysis will form the basis for the distribu- 
tion of the pay roll and for the compiling of the labor state- 
ment. (See Form 11, Section 171.) 

127. Distribution of the Fay Boll. The pay roll is first 
charged to Pay Boll Account through the voucher record and, 
from the pay roll analysis, distributed to the various general 
accounts as follows: 

LAbor on Raw Material In Procesa a/c 
Labor Assembling ** 

LAbor Wrapping " 

General Factory Bxpeose " 

General Office Bxpenae ^ 

To Pay Ron a/c 

The above entry would account for the distribution and dos- 
ing of the Pay Roll Account. Each of the accounts charged 
would be analyzed in order to apply the specific labor charges 
against the proper brands and processes, and in order to dis- 
tribute the general labor charges over all operations. 

128. Cost Analysis of Finished Haterial. Form AA, page 112, 
is used for the cost analysis of finished materials, since in this 
type of cost finding the overhead is first charged against the 
finished materials. 
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A division is allotted to each kind of finished material 
^distinguished by its product or trade name). The yertical 
columns are headed by the proper expense classification in 
order to obtain an analysis of the cost. 

Column 1 should contain the quantities of finished ma- 
terials. The quantity of finished material on each line divided 
into the money on the same line will establish the rate of cost^ 
say, per piece for each contributing item of expense. The fig- 
ures to be contained in this analysis are obtained as follows: 

(a) As to the material^ from the analysis form of raw 
material in process. (See form 10, section 170). 

(b) As to flavoring, from the factory records of the value 
of flavoring disbursed and used. 

(c) As to the labor on material, from the analysis of 
labor on finished material. (See forms 12 and 17, sections 172 
and 177). 

(d) As to the overhead, from the analysis of the overhead 
accounts. (See form 17, section 177). 

The six lines of each division on Form AA, Sec. 128, above 
referred to, would represent the following: 

(e) Inventory of finished material on hand at the first 
of the month. 

(f ) Finished material received during the month. 

(g) The total of the above two items. 

(h) Less the finished material packed or wrapped. 
(i) Less the Finished Material assembled or mixed. 

(j) Inventory of the Finished Material on hand at the 

end of the month. 

The figures relating to the current month's work should 
be entered in their respective columns of each division of each 
brand on the second line. These figures are obtained from the 
analyses of raw material in process, the labor statement and 
from the several overhead accounts. 

The figures on the fourth line of each division should rep- 
resent the quantity and value of finished material of each 
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brand, style or make packed or wrapped under its specific 
product name (and not assembled with other finished ma- 
terials in order to produce other products.) 

The figures on the fifth line of each division should repre- 
sent the quantity and value of the finished materials delivered 
for assembling or mixing and which were actually used on 
goods manufactured (completed) during the month. From 
the figures in the total cost of manufacture column on the fifth 
line of each division as to values, and from the quantity column 
as to quantities, the quantities and values are transferred to 
Form CC, Sec. 129, and inserted in the proper places on the 
second line of each division. 

Likewise, the figures on the fourth line of each division 
on Form AA, Sec. 128, in the total column should represent 
the values to be transferred to Form BB, Sec. 129. The quan- 
tities transferred are secured from the quantity column of 
Form AA. These should represent only the quantities actually 
completely wrapped. 

The figures remaining on the last line of each division on 
Form AA, cost analysis of finished materials, should represent 
the analyzed cost of the various finished materials on hand 
at the end of the month awaiting disposition ; either by being 
wrapped separately as to brands and being placed among the 
stock of manufactured goods, or by being transferred to the 
^'assembling room" and being mingled or joined with other fin- 
ished materials to produce other products, or both. This in- 
ventory may include quantities in the assembling room not yet 
completely assembled. 

As the main effort of the business is usually directed to 
the manufacture and sale of the assembled products, the sale 
of finished parts being incidental, it is better to apply the 
overhead direct to the finished material in order that whatever 
disposition may be made of the same, its proportion of the over- 
head is the same. 

129. Analyses of Manufactured Goods. Form BB, page 113, 
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and Form CC, page 114, will show respectively the cost an- 
alysis of manufactured goods and cost of sales of manufac- 
tured goods not assembled, and the cost of manufactured goods 
and cost of sales of manufactured goods assembled or mixed. 

Form BB would be used for the finished materials com- 
pletely wrapped under their own specific product names and 
made a part of the manufactured goods. The figures on this 
form should show the inventory at the beginning of the month. 
The figures for the second line of each division are secured 
from Form AA, fourth line of each division. By adding to- 
gether the figures shown on the two lines above referred to and 
dividing the quantity thus obtained for each brand into the 
money on the same line, the rates of cost are established at 
which the sales should be charged for the month. 

On the fourth line of each division, the quantity sold of 
each brand should be inserted in the quantity column, and 
these quantities multiplied by the rates, above referred to, will 
give the proportion of each classified expense to be charged 
against the cost of sales. 

The fifth line of each division should represent the inven- 
tory of manufactured goods (not assembled or mixed) on hand 
unsold or unshipped at the end of the month. 

Form GG, Sec. 129, is slightly different and is used for the 
manufactured goods analysis of those articles which are man- 
ufactured out of several finished materials 

The vertical columns are headed by the respective finished 
material names contained in each style or make of article, the 
labor assembling, the assembling expense, and the labor wrap- 
ping. The rate of cost for each classified expense of each fin- 
ished material used may be obtained from Form AA. The 
average rate of cost at which to charge the cost of sales is 
obtained in the same manner as described above for Form BB. 
On Form GG, the vertical columns should provide for the num- 
ber of pieces, etc., used of each finished material, since a num- 
ber of pieces of one finished material may be used in the man- 
ufacture of one assembled article. 
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ISO. Baw Material Eeceived. For this, see Section 113, 
which fully explains. 

131. Baw Material Disbnned. For this, see Section 114. 
The recapitulation of material disbursed during the month 
should show the total quantity and value of the material put 
into process for each classified product for which the cost is 
to be found. This recapitulation forms the basis for the entry 
on the analysis form of raw material in process. See Forms 9 
and 11, Sections 169 and 171. It also serves as the basis for 
the entry : 

Raw Material In Process a/c 
To Raw Material Stock a/c 

The analysis of raw material in process (Form 9, Section 169) 
will give full details as to quantity and value of each class of 
material and for which specific products it was put into process. 
Also, the quantities and values of raw materials in process at 
the first of the month, as also the finished material of each 
brand delivered out of process during the month; also, infor- 
mation as to the raw material remaining in process at the end 
of the month. 



132. Baw Material in Froceu and Finiihed Material. Where 
the unit of measure used for the material in process is the 
pound, say, while the unit of measure to be applied to the fin- 
ished material is one piece, the process accounts should include 
both pounds and money, while the finished material accounts 
should be kept in pieces and money. The following entry is 
made, in such a case, for the material received out of process : 



Ftnlahed Material a/c pieces 

To Raw Material in Process a/c lbs. 



Any difference in weight should be adjusted in the pounds 
charged out each month from process to finished material. 
Thus the value charged out to pieces received out of process 
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should be plus the value of the loss in weight This loss would 
probably be known from test, where it could not be ascertained 
by actual inventory. 

133. Wrapping Material. This should be treated as ex- 
plained in sections 114 and 115. An entry should then be 
made: 

Wrapping Material Used a/c 

To Wrapping Material Stock a/c 

134. Finished Katerial Used on Kannf actnred Goods (Requir- 
ing Assembling) . An analysis of the cost of finished materials 
should be made on a form like AA, Sec. 128, in order to obtain 
the rate of cost at which the finished material of each brand, 
actually used on the manufactured goods, requiring assembling 
or mixing, during the month should be charged out When 
this has been established and the values have been ascertained, 
an entry should be made: 

Flnish^ed Material Used a/c quantity $ 

To Finished Material bJq quantity $ 



For vahie and quantity of flnlshed 
material used during month on manu- 
factured goods requiring assembling. 

The former is a cost account, while the latter account repre- 
sents the value and quantity of finished material in stock at 
the end of the month awaiting disposition. 

135. Finished Material Used on Hannfactnred Goods (Hot Re- 
quiring Assembling). An analysis on Form A A of the cost of 
finished materials should be made, as above described, in order 
to determine the rate of cost at which the finished material of 
each brand wrapped and placed in stock of manufactured 
goods, under the specific product names, should be charged 
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out. When this has been established^ and the values ascer- 
tained, an entry should be made: 

FlnlBlied ISaterlal Used i^c quantity % 

To Finished Material a/c quantity % 

For the value and quantity of 
finished material (not assembled) 
wrapped under specific product 



186. Labor Statement From the pay roll analysis, the 
labor charged out on raw material in process is entered on 
the labor statement, similar to Form 11, Section 171. This 
labor statement, however, should provide, in this case, addi- 
tional vertical column divisions for each classified material 
charged with labor. The form should then be worked out, as 
shown on Form 11, Section 171, and the amount determined 
which is to be charged out to the labor on each finished ma- 
terial account 

137. Labor on Finished Material. From the labor state- 
ment, referred to in the preceding section, the labor value ex- 
pended on the finished material output for the month is entered 
as follows through the journal : 

Labor on Finished Material a/c 

To LAbor on Raw Material hi Process a/c 

The former is not one of the cost accounts. It represents the 
labor value on finished material awaiting disposition, and will 
afterwards be credited with the proper proportion charged out 
on material used on manufactured goods; the balance then re- 
maining on the account would represent the labor value con- 
tained in the finished material awaiting final disposition 
(either by assembling or wrapping). 

The labor value charged out to finished material should 
be entered in the proper proportion on the second line of each 
division on Form AA, Section 128. 
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138. Labor on Finished Material Used. From the form de- 
scribed in Section 172, the labor yalue on the finished material 
used on manufactured goods would be obtained. This would 
cause entry to be made: 

Labor on Fbdahed Material Used a/c 
To Labor on Finished Material a/c 

For the vahie of labor used on 

finished material (assembled and wrapped) 

used on manufactured goods for the month. 

The values and quantities would then be transferred respect- 
ively from the fourth line of each division on Form AA to the 
second line of each division on Form BB, for that portion which 
was not assembled; for that portion which was used on man- 
ufactured goods requiring assembling, the figures (quantities 
and values) would be transferred from the fifth line of each 
division on Form AA, Section 128, to the respective divisions 
on Form GC, Section 129 (cost analysis of manufactured goods 
requiring assembling). 

139. Labor AMWtmtiling (or Mixing). The labor chai^ for 
the '^assembling" of the various finished materials, in order 
to manufacture some other distinct product, may just as well 
be charged out in its entirety each month to the goods actually 
completed during the month. The labor may be charged specif- 
ically to the different kinds of articles or brands, or it may be 
apportioned over aU on the basis of labor or production. 

From the pay roll analysis, or the labor statement, the 
items of labor assembling would be transferred to their re- 
spective columns on Form, GC, Section 129, and entry would 
be made: 

Labor ABsembBng Used a/c 
To Labor Assembling a/c 

In case the entire labor assembling is charged out to manufac- 
tured goods for the month, the latter account is not necessary, 
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as the labor is then distributed from the Pay Boll Account di- 
rect to Labor Assembling Used Account Where a portion of 
the labor assembling is held back as a charge against the in- 
complete work, the Labor Assembling Account, as a financial 
account, is necessary. 

140. Overhead Expense. The overhead should be charged 
as specifically as possible over the various articles manufac- 
tured, and, except where specifically applicable to '^assemb- 
ling," should be charged against, and become a part of the 
value of the finished material. In the ledger, the overhead 
accounts should be general, such as General Factory Expense 
Account, Repairs and Renewals Account, etc. In this class of 
cost finding, the balances of these overhead accounts should be 
apportioned over the products on the basis of labor or produc- 
tion, after, of course, that part of the overhead which was 
specific had been applied specifically. 

Overhead specifically relating to the assembling room 
should be charged to the Assembling Expense Account The 
balance of this account would be a charge against the as- 
sembled products, either in its entirety or proportionately — 
the former preferred. General overhead is best not appor- 
tioned to this account. 

After all entries have been made for the month to the debit 
of the overhead accounts, the month's net balances of these 
accounts should be entered on a distribution and apportion- 
ment sheet, like Form DD below. The distribution of the 
specific overhead is then made over the different finished ma- 
terials and the Assembling Expense Account 

The amounts applying generally are put into another col- 
umn and apportioned on the basis of wages or production. The 
basis must, of course, be first determined and the percentage 
ascertained at which the general overhead applicable to each 
specific finished material should be apportioned. These per- 
centages should be noted at the tops of the respective columns 
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on Form DD. One such form shonld be allotted to each classi- 
fied expense account 

The classified expense accounts to be charged through the 
voucher record and the journal during the month might be: 

R^^nlrs and Renewals a/c 

Rent, Depredation, Taies, Insurance, and Power (all 

in seitarate acooimts If desired) 
General Factory Expense 
General Office Expense 
Administration 
Selling Expense 

To Acoounts Payable a/c 

Unexpired Insurance 
Provision for Taxes 
Reserve for Depreciation 



f< 



M 



4< 



M 
M 
M 



The distribution totals applying to the classified finished ma- 
terials are transferred to their respective places on the an- 
alysis of finished material^ Form AA, Section 128. The over- 
head applied against the Assembling Expense Account is first 
apportioned over the assembled manufactured products, and 
the portions thus established are transferred to their respect- 
ive divisions, columns and lines on Form 00, Section 129. To 
balance the expense accounts, the following entry is made: 

Overhead or Finished llaterial a/c 
Assonbling Expense " 

To Repairs and Renewals a/c 
Deprec, Taxes, Rent, Ins. and Power 
Qeneral Factory Expense 

General Office Expense " 

Administration " 

Selling Expense " 

In the above entry, the debit to the Assembling Expense Ac- 
count would represent merely the distribution of charges made 
originally to some other classified expense account The 



«< 
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charges would be those established on Form DD^ as shown 
above. The Assembling Expense Account would also have to 
be apportioned on Form DD over the various products. 

From the figures shown on the fourth and fifth lines of 
each division on the cost analysis of finished material, Form 
AA, Section 128, an entry would be made: 

Repairs and Renewato Used a/c 

Deprec., Taxes, Rent, Ins. and Power Used 
General Ofitee Expense Used 
Administration Used " 

Selling Expenses Used ** 

To Overliead aa Finlslied llaterial a/c 

The former would be the cost accounts. The balance of the 
latter account would represent the value of the overhead con- 
tained in the finished material awaiting disposition. 

141. Labor Wrapping (Packing, Labeling, etc.). After ap- 
portionment of the charges for this operation, the figures 
should appear in the proper place of each division on the man- 
ufactured goods analyses (Forms BB and CC). 

The charge for wrapping should be specifically ascer- 
tained as to each brand and each sise of container for each 
brand, as explained in Sections 175 and 176, Forms 15 and 16. 
After the charges have been definitely established, an entry 
should be made : 

Labor Wrapping Used a/c 
To Labor Wrapping a/c 

142. Manufactured Goods. From the cost analyses of man- 
ufactured goods, as per forms BB and CO, Section 129, an 
entry should be made from the total of the figures represent- 
ing the cost of goods manufactured during the month, as fol- 
lows: 

Manufactured Goods a/c 
To Manufacturing a/c 
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This entry places among the financial accounts the value of the 
goods manufactured during the month, and establishes for the 
cost accounts a controlling account. 

143. Cost of Salei. From the analyses of manufactured 
goods, the entry for the total cost of sales would be: 

Cost of Sales a/c 

To Manufactured Goods a/c 

This entry relieves the latter account of the value of the manu- 
factured goods sold during the month. 

144. Salea. From the sales record for the month, the fol- 
lowing entry should be made: 

Accounts Receivable a/c 
To Sales a/c 

145. Cloiing the Aocounta. At the end of the fiscal period, 
the accounts should be closed by journal entry as follows : 

Manufacturing a/c 

To Ftaiabed Material Used a/c 

Labor on FfaL Mat. Used " 

Labor AwHemWing Used " 

Labor Wrainrfns Used " 
Flavoring Used 

Repairs and Renewals Used " 
Depredation, Taxes, Rent, 

Ins. and Power Used "* 

General Office Expense Used " 
Qeneral Factory SSxpense Used " 
AdministraUon Used 

SelHng Expense Used " 

The balances of the latter accounts would represent the cost 
of the manufactured goods for the period. The above entry 
would balance both the cost accounts and the cost controlling 
account 
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The next entry shonld be to transfer the balance of the 
Cost of Sales Account to Sales Account, and, after this has 
been done, the balance of Sales Account shonld be transferred 
to Loss and Gain Account The balance of this latter account 
is then transferred to Surplus Account, and this would com- 
plete the closing of the books for the period. 



OHAPTEB VIII. 

nXUSCKAIION OF DEFASTMENTAL COST AOGOUSTS. 

146. General Eexoarlu and Data Neceisary for the Coit Work. 
In the following practical illustration of departmental cost 
finding, it is assumed that a company starts operations Jan- 
uary 1, 1915, and that the cost accounting shown is for the 
month of January. 

It is not intended to be typical of any manufactured ar- 
ticle, but to convey, in a simple manner, the general principles 
upon which cost finding of this type is based. The details and 
the names of the accounts may be readily changed to suit the 
analysis desired, and this may be worked out to a much greater 
d^ree either by enlarging the forms or by the use of auxiliary 
forms. 

In this Ulustration, it is assumed that the work which 
the company undertakes is estimated upon, these estimates 
being made the basis for the prices billed to the customers on 
completion of the work. The hour of productive time is ap- 
plied as the unit of measure since the element of uniform re- 
production is lacking. 

There will be three departments, in each ^f which the unit 
of measure will be one hour (man hour) of the specific depart- 
ment The material will be purchased either specifically for 
the work (in this case called '^merchandise'') or will be ob- 
tained from stock carried by the company (in which case it 
will be called ''Raw Material"). The time will be shown in 
hours and minutes, and not in hours and tenths of hours. 

The ordinary cash book, ledger and journal, and a voucher 

125 
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record will be used. The cost analyses will be taken up on 
loose forms, which should later be placed in binders for ref- 
erence. No cost journal or ledger will be used, the cost ac- 
counts being kept in the general ledger. 

The information necessary as the basis for the cost work 
is as follows : 

(a) Cost Yalue of Material Put Into Work During the 
Month. This is obtained from the record of the daily recapit- 
ulation of the material requisitions, as described in Section 
92. The total value is entered on Form 1, Section 152. For 
the convenience of illustration (and since the job summary 
forms described in Section 94 would here contain only items 
affecting the current month's work) Form 1, Section 152 is 
used as a recapitulation of the items appearing on the job 
summary forms for both the completed work and the work still 
in process. The totals of columns 3 and 4 should, in this case^ 
agree with the value of the material put into process or work 
during the month. 

(b) Cost Value of Merchandise Put Into Work During 
the Month, This information is obtained from the daily re- 
capitulation record of the merchandise requisitions as ex- 
plained in paragraph (a) of this section. 

(c) ProdAictive Hours of Each Department for the 
Month. The productive time for the month is obtained from 
the record of the daily recapitulation of the time tickets. (See 
Section 93). 

(d) Apportionment of the Oeneral Overhead to the De- 
partments, The overhead will be distributed on the basis of 
department labor. (See Form 3, Section 154.) In order to 
avoid too much detail, no attempt is made to apportion power^ 
rent, insurance, etc., specifically as provided for in Section 63. 
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(e) Cost Value of Material Used on Work Completed 
During the Month. This informatioii is obtained from the 
recapitnlation of the material columns of the job summary 
forms covering work completed during the month (as de- 
scribed in Section 94). For convenience, these data are here 
summarized on Form 1, Section 152. 

(f ) Cost Value of Merchandise Used <m Work Completed 
During the Month. See paragraph (e) above. 

(f ) Productive Hours of Each Department Used on 
Work Completed During the Month, This information is ob- 
tained from the job summary forms (see Section 94) covering 
jobs completed during the month. See Form 1, Section 152, 
showing the recapitulation of this information. 

(h) Application of the Overhead to the Completed Work. 
For this, see Form 2, Section 153, and Form 3, Section 154. 

(i) Cost Value of Material Remaining in Process at the 
End of the Month. A recapitulation of the material columns 
of the job summary forms, covering work not completed dur- 
ing the month, will give this information. 

(j) Cost Value of Merchandise Remaining in Process at 
the End of the Month. See paragraph (i) above. 

(k) Productive Hours of Each Department on Work 
Remaining in Process. This is obtained from a recapitula- 
tion of the totals of the time columns on the job summary 
forms covering work not completed during the month. (See 
Section 94.) See Form 1, Section 152. 

147. Preliminaiy Trial Balance and Tonmal Entriei. At the 
dose of the operations for the month, the preliminary trial 
tMdance, shown below, was taken from the company's books. 
From this and the data obtained from the requisition and time 
ticket recapitulations and the job summary forms covering 
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completed work and work still in process at the end of the 
month, the cost work will be taken up : 



PRELIMINARY TRIAL BALANCE 



Cash 

Plant and ESquipmeiit 

Material Stock 

Merchandise on Work in Process 

Supplies Stock ($120 of tbis will be charged oat to 
General Factory ESxpense Account for January) . . 

Unexpired Insurance ($5 to be charged out to Gen- 
eral OlBce ESxpense Account and $70 to General 
Factory Ehpense Account for January) 

Provision for Interest ($10 to be charged out to 
General Office Expense Account for January) — 

Pay RoH (distributed through V/Record) 

Dep't A, Labor on Work bi Process: 

3000 hours, min 



Dep't B, Labor on Work bi Process: 
2000 hours, mtai 



Dep't C, Labor on Work hi Process: 
1500 hours, min 



General Factory Ebqpense 

Repairs and Renewals, General. 

Dep't A, Ehpense 

Dep't B, Ehpense 

Dep't C, Eq>ense , 

Shipping Expense , 

General OiDoe Expense 

Administration 

SelHng Expense 

Accounts Payable 

Discount 

Bills Payable 

Capital Stock 



662 01 

31,800 00 

6,760 00 

900 00 

620 00 



900 00 
40 00 

1,200 00 

900 00 

460 00 

386 00 

60 00 

80 00 

40 00 

10 00 

120 00 

200 00 

400 00 

346 00 



$46,842 01 



8,790 00 

62 01 

2,000 00 

40,000 00 



$46,842 01 



Allowance for depreciation will be^ say, |260 per month, of 
which |245 is to be charged to General Factory Expense Ac- 
count and t5 to General Office Expense Account. 

From the factory records of supplies, and the schedules 
of insurance, taxes, depreciation, interest charges, etc., an 
entry is made for the month's proportion of these charges : 



PRINGIPLBS AND PRACTICE OF COST ACCOUNTING 129 

General Factory Bzpemie. 436 00 

T6 SuppKes Stock. 120 00 

Unexpired Insuranoe 70 00 

Reserve for Depredatfcm 246 00 

Monthly proportion cbarged oat for Jannary (See nota- 
tions on preliminary trial balance). 

and then : 

General Office Expense 20 00 

To Unexpired Insorance 6 00 

ProvisioQ for Interest 10 00 

Reserve for Depredation 6 00 

Monthly proportion charged oot for Jannary. 

148. Material and Merchandise Valne Dishnrsed, Used and Ee- 
inainiiig in Process. From the record of the daily recapitula- 
tion of the material requisitions, the value of the raw material 
put into work during the month is ascertained and an entry 
is made as follows: 

Material on Woric in Process 8600 00 

To Material Stock. 3600 00 

Material from stock pnt into work during January. See 
form 1, section 162, totals of columns 8 and 4. 

Merchandise is the material bought specifically for the jobs. 
The recapitulation of the ^^merchandise" column of the job 
summary forms covering work completed during the month, 
will give the total value of the merchandise used on completed 
work. Bee Form 1, Section 152. Entry is made for this as 
follows : 

Merchandise Used. 700 00 

To Merchandise on Work tai Process 700 00 

For merchandise booclit for spedllc Jobs and used on 
work completed tai January. See form 1, section 162, 
total of cohnnn 6. 

From the recapitulation of the totals of the material columns 
of the job summary forms (Section 94) covering work com- 
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pleted during the month^ the figures are obtained for the value 
of the material used. Entry is then made: 

Material Used 2000 00 

To llaterial cm Work in Process 2000 00 

For cost of raw material used on completed work. See 
form 1, section 162, total of cokmm 4. 

149. Labor Value Used on Completed Work. All ^'direct" la^ 
bor (productive and unproductive wages paid to skilled op- 
erators) of each department, as per pay roll, is charged to 
the respective Department Labor on Work in Process Ac- 
counts. The time is also charged to these accounts, but for the 
productive time only, which is obtained from the daily reca- 
pitulation record of tiie time tickets. 

To obtain information as to the productive hours and 
the labor value to be charged out to work completed during 
the month, a recapitulation should be made of the totals of 
the time columns of each department on the job summary 
forms covering work completed during the month. The totals 
of time thus found for each department are entered on Form 
2, Section 153, on the proper lines and in the proper column 
and divisions. The calculation is then made (using the labor 
cost rates per hour established for the different departments 
on Form 2, Section 163, as the proper rates at which completed 
work should be charged) and the values inserted in the labor 
column of each division. Entry is th^i made as follows : 

Dept. A, Labor Used 2200 hrs |880 00 

Dept. B, Labor Used 1600 hrs 676 00 

Dept. C, Labor Used 1200 hrs 360 00 

To Dept. A, Labor on WIk in Process (hrs. above) 880 00 
Dept. B, Labor on Wk in Process (hrs. above) 675 00 
Dept. C» Labor on WIk in Process (hrs. above) 360 00 

Behig for "direct" faibor charged oat for the month to 
completed work. See form 1, section 162, cohmms 8, 
10 and 12 as to tbne. See form 2, section 163, totals 
of cohnnn 2, Unes d, i and n. 



PRINCIPLES AND PRACTICE OP COST ACCOUNTING 131 

160. Orerhead on Work in Prooegg and Overhead Uged. A 
portion of the overhead is applicable to finished work and a 
portion to the work remaining in process at the end of the 
month. Since Form 2, Section 153, shows a fnll analysis of 
this overhead, the balances for the month of the overhead ac- 
counts are centralized in one account — Overhead on Work in 
Process Account: 

Prodaction Overhead Exp. on Work in Process 

Dept. A 646 30 

Dept. B 386 60 

Dept. C 188 20 

— 1120 00 

To Dept. A E^xpenae 80 00 

Dept. B Expense 40 00 

Dept. C Expense 10 00 

General Factory Eixpense 820 00 

Repairs and Renewals, General 60 00 

supping Room Expense 120 00 

Being for bafamoea transferred from the latter ac- 
counts to the former acooimt. See form 2, coL 3, 
lines b» g and L See form 8, total of columns 2, 4 and 6. 

And then: 

Supplementary Overhead Exp. (m V7ork in Process 

Dept. A. 46366 

Dept. B 337 76 

Dept. C 173 70 

906 00 

To General Office Expense 220 00 

Administration 400 00 

SeflfaDg Expense 346 00 

For balances of the latter accounts transferred to 
the former account. See form 2, coL 11, lines b, g and 
L See form 3, totals of cols. 3, 6 and 7. 

« 

On Form 2, Section 153, the respective overhead expenses 
charged out (used) for the month for each department to com- 
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pleted work are ascertained. For the amountB thus charged 
to completed work, an entry should be made as follows: 

Dept. A« Prodaction Overhead Bxp. Used 899 90 

Dept. B, Production Overhead Exp. Used 289 87 

Dept. C, Production Overhead Exp. Used 160 66 

Dept. A, Supplementary Overhead Exp. Used 332 61 

Dept. B, Supplementary Overhead Exp. Used 263 30 

Dept. C, Supplementary Overhead Exp. Used 138 96 

To Production Overhead Exp. on Work in Process. 840 88 

Supply. Overhead Exp. on Work in Process 724 87 

For the value of production and supplementary over- 
head charged out for the month to work completed 
during the month. See form 2, cols. 3, 4, 6 and 6, Hnes 
d, i and n. See form 2, coL 11, Unes d» i and n. 

151. Finiflhed Work. Form 2, Section 153 gives a full an- 
alysis of the hours and values of each department applied to 
work completed during the month. From the figures thus 
shown, make entry : 

MANUFACTURED QOODS A/C 6180 20 

Material Used 2000 00 

Merchandise Used 700 00 

Dept. A, Labor Used 880 00 

Dept. B, Labor Used 676 00 

Dept. C, Labor Used 360 00 

Dept. A, Prod. 0/H Used 399 90 

Dept. B, Prod. 0/H Used 289 87 

Dept. C, Prod. 0/H Used 160 66 

Dept. A, SuppL O/H Used 332 61 

Dept. B, Suppl. 0/H Used 263 30 

D^t. C, SuppL 0/H Used 138 96 

TO MANUFACTURINO A/C 6180 20 

For the cost of goods manufactured during January, 
and to place among the financial accounts, as an asset, 
the cost of goods manufactured during the month. 
Manufactured Goods Account is charged only with the 
value of the finished work. See form 4, total of col- 
umn 10. 
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152. Form 1, Pftge 134-a, Summary of Material, Mercliaiidiie 
and Labor Honn. By recapitulating and recording daily the 
values of material and merchandise disbursed, and also the pro- 
ductive hours of each department from the time tickets, the 
totals of these are readily available for the cost work. From the 
job summary forms, one recapitulation of the respective col- 
umns should be made at the end of the month from the forms 
covering work completed during the month and another like 
recapitulation should be made from those forms covering work 
remaining in process. For this. Form 1 may be used. The 
summary on this form for the finished work furnishes the basis 
for the entries in sections 148 and 149. The totals of the hours 
in the ^'In Process" columns on the form should agree with 
the inventory shown on Form 2, Section 153, and should be 
checked up with the record of the daily recapitulation. The 
totals of the ''In Process" columns for the material and mer- 
chandise should agree with the respective balances of the 
ledger accounts for these items. The totals for ''Finished 
Work" appearing on this form are transferred to Form 2, Sec- 
tion 153. 

153. Form 2, Page 134-b, Coit Analyiii of Work in Procet g, etc. 
This form serves the purpose of separating the monthly output 
of completed work from the work remaining in process, and it 
establishes the rates of cost for each classified expense for each 
department Each division on the form represents a depart- 
ment. 

The first line of each division represents the inventory, if 
any, at the first of the month. 

The second line of each division represents the "put into 
process during the month." 

The first and second lines are totaled. The hours and min- 
utes are divided into the values and the rates of cost are ob- 
tained for each departmait, and for each classified expense^ 
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at which to charge out the hours used on completed work, as 
shown on line d-2 and corresponding lines of the other divi- 
sions. The time and values entered on the second line of each 
division are obtained partly from the record of the daily re- 
capitulations of time and material tickets, the classified ledger 
accounts and Form 3, Section 154. 

The third line of each division, as explained above, rep- 
resents the total of the first two lines of each, or, if there was 
no inventory at the first of the month, the figures on the third 
line would be identical with the figures entered on the second 
Una 

On the fourth line of each division, the time is obtained 
from Form 1, Section 152. The values on this line of each 
division are obtained by multiplying the time of each by the 
respective rates of cost, as shown in the rate columns on the 
third line of each division. The values thus obtained are trans- 
ferred to Form 4, Section 155, Record of Completed Work. 

The total of the figures shown on lines d-12, j-12 and n-12, 
together with the material and merchandise values in columns 
4 and 6, Form 1, Section 152, furnish the basis for the entry 
shown in Section 151. 

164. Form 8, Apportionment of Lidireot Ezpenie. To this 
form are transferred the debit balances of the general over- 
head accounts, and the apportionment is made on the basis 
of labor. The apportioned items are then transferred to Form 
2, Section 153. 

The totals of columns 2, 4 and 6, on Form 3, together with 
the charges to the Department Expense Accounts shown on 
Form 2, Section 153, serve as the basis for the entry in Section 
150. 

The totals of columns 3, 5 and 7, on Form 3, furnish the 
basis for the entry also shown in Section 150. 
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FORM No. 1 
MATEBUIn } 

(1) 



• . • • 



• . »•-. ^ \ 



\ 1 



Job 
No. 



i> 



60 
61 
62 
63 
64 
66 
66 
67 
68 
69 
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at which to charge out the hours used on completed work, as 
shown on line d-2 and corresponding lines of the other divi- 
sions. The time and values entered on the second line of each 
division are obtained partly from the record of the daily re- 
capitulations of time and material tickets, the classified ledger 
accounts and Form 3, Section 154. 

The third line of each division, as explained above, rep- 
resents the total of the first two lines of each, or, if there was 
no inventory at the first of the month, the figures on the third 
line would be identical with the figures entered on the second 
line. 

On the fourth line of each division, the time is obtained 
from Form 1, Section 152. The values on this line of each 
division are obtained by multiplying the time of each by the 
respective rates of cost, as shown in the rate columns on the 
third line of each division. The values thus obtained are trans- 
ferred to Form 4, Section 155, Record of Completed Work. 

The total of the figures shown on lines d-12, j-12 and n-12, 
together with the material and merchandise values in columns 
4 and 6, Form 1, Section 152, furnish the basis for the entry 
shown in Section 151. 

164. Form 3, Apportionment of bidireot Ezpenie. To this 
form are transferred the debit balances of the general over- 
head accounts, and the apportionment is made on the basis 
of labor. The apportioned items are then transferred to Form 
2, Section 153. 

The totals of columns 2, 4 and 6, on Form 3, together with 
the charges to the Department Expense Accounts shown on 
Form 2, Section 153, serve as the basis for the entry in Section 
150. 

The totals of columns 3, 5 and 7, on Form 3, furnish the 
basis for the entry also shown in Section 150. 
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APPORTIONMENT OF INDIRECT (OVERHEAD) EXPENSE 



Form 3 



For tlie Month of Jaouanr, 1916 



Fom 8 



Rep. and Renewals 
General Fact. Exp 

Shipping Exp 

General Offlioe Exp 
Administration . . . 
SeUng Exp 



Total 



60 00 
820 00 
120 00 
220 00 
400 00 
346 00 



1,966 00 



2 



3 



Dept. "A 



MAW 



47% 



Prod. 
Over- 
head 



23 60 

386 40 

66 40 



466 30 



SuppL 
Over- 
head 



103 40 
188 00 
162 16 



463 66 



Dept. «B" 



36% 



Prod. 
Over- 
head 



17 60 

287 00 

42 00 



346 60 



SnppL 
Over- 
head 



77 00 
140 00 
120 76 



337 76 



M/IM 



Dept. "C 



18% 



Prod. 
Over- 
head 



9 00 
147 60 
21 60 



178 20 



SnppL 
Over- 
head 



39 60 
72 00 
62 10 



173 70 



166. Form 4, Page 136-a, Secord of Finislied (Completed) 
Work. This record shows the cost of each finished job. 

To this form, the hours and minutes of each department 
used on each finished job are transferred from Form 1, Sec- 
tion 152, direct; or, from the job summary forms. 

The departmental rates of cost are obtained from Form 2, 
Section 153. The time of each department multiplied by its 
respective departmental rate of cost, shown at the head of the 
columns, will give the departmental cost The value of the 
material and merchandise used is obtained from Form 1, Sec- 
tion 152 or, direct from the job summary forms. 

As the jobs are billed, the figures from this record of com- 
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pleted work are transferred to the sales book, Form 5, Section 
156, and are entered in the columns provided thereon for the 
cost of sales analysis. 

A record of completed work is not absolutely necessary 
where the work is billed as finished. 

The totals of columns 5, 6 and 7, should agree with the 
respective totals on Form 2, Section 153, lines d-12, j-12 and 
n-12. 

.Totals of columns 8 and 9 should agree with totals of col- 
umns 4 and 6, Form 1, Section 152. 

It may be that slight adjustments (a few cents) will be 
necessary to make them agree. Such a discrepancy would be 
due to not having carried the decimal far enough in the cost 
rates. The adjustment may be applied over one or more of 
the jobs, or entered on a line at the bottom. 

166. Form 6, F^ge 136-b, Analyiis of Sales. This form serves 
a double purposa 

It shows the sales on one side.departmentally at the sales 
value and on the other side the analyzed cost of the sales in 
like manner for each job. Slight adjustments may have to 
be made on the cost analysis side, as explained in the preced- 
ing section. 

Where a record of finished work is kept, the cost of sales 
data are obtained from it; otherwise, from the job summary 
forms. 

The sales analysis is obtained from the job cost forms, 
described in Section 100. From the sales book, or sales form, 
as shown on Form 5, the statements of departmental profits, 
etc., may be readily obtained. 

From the sales book are obtained the figures for the two 
final entries, which are as follows: 

Cost of Sales 6319 M 

To Manufactured Goods % 6,819 90- 

For the cost of goods sold, as per sales book, trans- 
ferred from the latter to the fonner at cost. 
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and, from the total of the charges on Form 5 to the debit of 
the customers: 

Aoooants ReoelvaUe 6,867 20 

•R) Sales 6,86790 

As per sales book, form 6, coL 8. 

167. Form 6| Finanoial Statements. From Form 5^ Section 
156, the information as to departmental and material profits, 
etc., may be easily obtained and shown in the following form : 
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FINANCIAL STATEBIENT 
Form No. 6 

liOBB and Gain for January. 

Sales 

Discount 



Total Revenue, 
Cost of sales. 



Gain for the month. 



42 



Dill, between estimated and actual time 

Profit 

Department B 

Bstfanates on Work billed 1,612 

Actual Cost 1,500 



Dill, between estimated and actual time. 
Profit 



12 



Department C 

Estimates on Work billed 1,182 

Actual Cost 1,160 



Difl. between estimated and actual time. 
Profit 



82 



Material 

Estimates on Work billed. 
Actual Cost 



Profit 



IferdianAse 

Estimates on Work billed. 
Actual Cost 



Profit 



Recapitulation. 

Department A, profit. 
Department B, profit. 
Department C, profit. 



Form No. 6 



Departmental Loss and Gain for the month. 

Department A hrs. m 

Estimates on Work billed 1,992 . . . 

Actual Cost 1,960 ... 



Operating Profit for the month 

Material, profit 100 00 

Merchandise, profit 76 00 

Discount on Goods bought 62 01 



Total profit for the month. 



$6,867 20 
62 01 



6,909 21 
6,819 90 



1,089 31 



% 

1,792 80 
1,429 26 



363 64 

1612 00 
1,218 17 



293 83 



827 40 
622 47 



204 93 



2,000 00 
1,900 00 



100 00 



725 00 
660 00 



76 00 



363 64 
293 88 
204 93 



$ 862 30 



227 01 



$1,089 81 
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168. Form 7, fhe Trading Acoonnt. The Trading Account is 
given below : 



Form 7 



TRADING ACCOUNT 



Direct Labor: 

Dept. A. 880 00 

Dept. B 676 00 

Dept. C 860 00 



Material 

Merchandise 



Direct Expenae: 

Dept. A. 68 67 

Dept. B 30 00 

Dept. C 8 00 



Prod'ki Overh'd 

R ft R, Gen. 87 66 

Gen. Fact 616 96 

Shipping Room.... 90 14 



SoppL Overh'd 

Geni OiDce. 166 26 

Administr 800 47 

Selling 269 14 



Profit 



IfilS 00 

2,000 00 
700 00 


96 67 


748 66 


724 87 


1,087 80 


7,217 60 


860 80 



Sales, 



Finished Goods on hand not 
billed 



Form 7 



6,867 20 



360 30 



7,217 60 



BaJanoe 

See form 4, coL 10, Job 
No. 61. 



169. The Trial Balance— Financial Aooonnti. The trial bal- 
ance below shows only such figures as would appear upon a 
balance sheet: 
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TRIAL. BALANCE (FINAL) JANUARY 81, 1916 



Financial Aooounta 



Pbnt and Eguipment, 
Caah 



.800 lira 
,600 lira 
,300 lira 



Uaterlal Stock (See form 1, coL 3) 

Mdae. on Work in Proceaa (form 1, coL 6) . 
Dpt. A Labor on Wk. in Proceaa 

(form 2, coL 2, line "e") 

Dpt. B Labor on Wk. in Proceaa 

(form 2, coL 2, line "D 

Dpt. C Labor on Wk in Proceaa 

(form 2, coL 2, line "o") 

Supplementary Overhead on Wk. in Proceaa 

(form 2. coL 11, linea "e". 'T and V) 

Production Overliead on Wk. in Proceaa 

(form 2, cola. 3, 4, 6 and 6, linea "e", T and 

SuppHea Stock 

Unexpired Inaurance 

Proviaion for Intereat 

Manufactured Gk)oda (flniahed work on hand,— not 

billed 

Accounta Receivable (form 6, tot. ooL 8) 

Material on Wk. in Proceaa (form 1, ooL 8) . . . . 
Coat of Salea (aee below, deducted from aalea) 



V 



SURPLUS 

Salea 6,867 20 

Coat of Salea deducted 6^19 M 



Diaooimt 



1,087 80 
62 01 



Accounta Payable 

Billa Payable 

Reaerve for Depreciatkm< 
(^Ital Stock 



81,800 00 

662 01 

3,260 00 

200 00 

320 00 

226 00 

90 00 

240 13 

279 67 

600 00 

826 00 

30 00 

360 80 
6,867 20 
1,600 00 



47,129 81 



"^ 
1 



1,089 81 

3,790 00 

2,000 00 

260 00 

40,000 00 



47429 81 



160. The Trial Balanoe— Goat Aioooiinta. The trial balance 
shown below represents only the values used on tiie manofac- 
tnred (completed) goods: 
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TRIAL BALANCE, JANUARY 31, 1916 

Cost AooountB. 

Dept. A, SuppL Overbead Used 332 61 

Dept. A, Prod"!! 0?erliead Used 399 90 

Dept. A, Labor Used 880 00 

Dept. B, SuppL 0?erliead Used. ; 263 30 

Dept. B, Prod*!! 0?erliead Used. 289 87 

Dept. B, Labor Used 676 00 

Dept. C, SuppL 0?erbead Used 138 96 

Dept. C, Prod*!! Overliead Used 160 66 

Dept. C, Labor Used 360 00 

Material Used 2,000 00 

Merchandise Used 700 00 

MannfactariDg 6.180 20 

Bee form 2, coL 12, flues d, i and n. 
See form 4, total of ocL 7. 
See form 4, total of ooL 8. 

161. Sunmiary. The work of ascertaining cost becomes a 
matter of routine, more or less, month by month, and may be 
divided into three distinct stages: 

(a) Receiving and recording the material, supplies, etc., 
which will eventually figure in the cost of manufacture. 

(b) Proper recording of labor, material and indirect ex- 
penditures for the month. 

(c) Computing the value of labor, material and indirect 
expense used on work completed during the month. 



chapter ix. 
ulustbation of process cost— siuele ttfb. 

162. General Kemarks. It is here assumed that a company 
has been in operation for some time and that the cost of opera- 
tions for the first month of the fiscal year is to be ascertained. 
Also, that the books of the company were closed as of Decem- 
ber 31, 1914, thus closing out all cost items prior to January, 
1915, the month for which the cost is to be found. 

No branch accounts are shown, except as to the one item 
for the transfer of material. 

163. Bates of Cost Averaged. The cost rates and values for 
goods in process at the end of December are brought forward 
to, and merged with the January work. 

164. Baw material. The raw material is assumed to be 
subjected to nearly the same processes for all brands, the chief 
difference in these being caused by the difference in the qual- 
ities of the materials used for each and the flavoring. 

166. Labor. The labor rate on the raw material in process 
is assumed to be the same for all brands. Likewise, the labor 
rate on finished material. The labor rate for wrapping (pack- 
ing, labeling, etc.) will be established for each size of package 
of each brand separately. 

166. Overhead Expense. The total net indirect expense for 
the month will be charged out to manufactured goods only. 
The apportionment over brands will be made on the basis of 
production — since the labor rate is assumed to be the same for 
all brands. 

167. Preliminary Trial Balance. After all entries in the 

142 
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voucher record and the journal have been posted to the ledger, 
a preliminary trial balance is taken off, this trial balance show- 
ing both the nominal (which in this case will be the cost ac- 
counts) and the financial accounts. 

PRELIMINARY TRIAL BALANCE 



Janoary 81, 1916. 



Aooounts Reoeivable. 
Plant and Equipment 
Cash 



M 



M 



«< 



€4 



Snppliea Stock 

Raw Material, Stock No. 1 16,000 lbs. 

Raw Material, Stock No. 2 12,000 

Raw Material Stock No. 3 6,200 

Flayoring Stock 

Wrapping Material Stock 

Raw Material in Process 20,000 lbs. 

Finished Material Stock 6,000 

Mannfactured Goods 1,176 

Labor on Material in Process 

Labor on Finished Materbd 

Labor Packing, Tjabeling, etc. (Wrapping) 

MlsceUaneous Labor 

Repairs and Renewals 

Power 

General Factory Expense 

Unexpired Insurance 

CMDoe Expense 

Administration 

Selling Expense 

Capital Stock 

1st Mortgage, 6% Bonds 

Acooonts Payable 

Discounts 

Sorplns 



1,460 

40,000 

16,000 

600 

1,360 
840 
620 
998 

3,000 

1,841 
666 
464 

2,392 
384 
240 
140 
226 
126 
460 
900 
400 
600 
760 



09] 

00 

00 

00 

00 

00 

00 

44 

00 

18 

48 

68 

67 

00 

20 

80 

00 

00 

00 

00 

00 

00 

00 



$73,127 44 



30,000 00 

26,000 00 

13,047 44 

80 00 

6,000 00 



$73,127 44 



The items of miscellaneous labor, repairs and renewals 
and power are transferred as below. 

The items of taxes, depreciation, insurance, interest on 
plant, etc., chargeable to the month's work are obtained from 
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schedules giving the monthly proportion of such charges, and 
an entry is made for these as shown below. 

The entry below also includes the items of supplies and 
flavoring values used during the month on manufactured 
goods: 

General Factory ESxpense 856 SO 

To SuppHes Stock 40 00 

Provision for Taxes 60 00 

IfisceOaneoas Labor 140 80 

Provisioii for Depredation 200 00 

Repairs and Renewals 226 00 

Power 126 00 

Unexpired Insurance 76 00 

Being expenses for January, transferred from the latter 

accounts to the former account. 

and then: 

Interest on Plant 126 00 

FbYoring Used IM 44 

To Provision for Bond Interest 126 00 

Flavoring Stock 128 44 

Proportion of the above expenses for January. 

168. Form 8, Analyaii of Baw Material Stock. To tbis form 
are transferred the pounds and values of each class of stodc, 
which are put in their respectiye places. There are then added 
the purchases made during the month — ^pounds and values. 

The figures on the form are added and the pounds of each 
class divided into their respective values will establish the 
rate per pound to be applied to the pounds of raw material 
put into process for the month. 

The quantities put into process are ascertained from the 
stock records, and the weights thus found are placed in their 
respective places on the analysis. The pounds multiplied by 
the rates established for the month will give the value of the 
raw material put into process during the month. 
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A line is provided on the analysis for ''raw material sold 
or transferred." 

By deducting the figures on the fourth and fifth lines from 
the figures shown on line 3, the inventory at the end of the 
month is ascertained. 



Form 8 



Form 8 



ANALYSIS OF RAW HATBRIAL STOCK FOR JANUARY 



stock No. 1 



Stock No. 2 



lbs 



1 Inv. iBt of mo... 

2 PurdiasoB 



4,000 
11,000 



8 Total 

4 In ProoesB 

6 Sold or trans.... 



16,000 
12,250 



6 Imr. end of mo. . 



2,760 



9 



.112 
.082 



.09 



lbs 



448 00 
902 00 



3,000 
9,000 



1360 00 
U02 60 



12,000 
8,900 



247 60 



8400 



9 



.082 

.oee 



.07 

M 



«« 



stock No. 3 



lbs I 9 



246 00 
694 00 



1,200 
6,000 



840 00 
623 00 



6,200 
3360 



217 00 



2360 



.142 
.09 



.10 



170 00 
460 00 



620 00 

1886 00 



286 00 



RECAPITULATION 



Inv. Ist of mo... 
Purdiases 



Total 

Put Into Process 



Inv. at end of mo. 



8300 
26,000 



83300 
26,000 



8300 



864 00 
1346 00 



2310 00 

2410 60 



699 60 



From the fourth line of the recapitulation division the 
figures are obtained for the following entry : 



Raw Material In Process 2410 60 

To Raw Hat. Stock No. 1—12360 Iba 1,102 60 

Raw Mat. Stock No. 2— 8300 lbs 628 00 

Raw Mat. Stock No. 3— 8360 lbs 886 00 

For the vakie of 26,000 lbs. of raw material pat Into 

process during Jannary. See form 8. 
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169. Form 9, Aoalyiii of Baw material in Frooetf . The form 
shown below starts with the inventory at the first of the month 
of raw material then in process for each brand. 

To this are added the pounds and value of each class of 
raw material put into process during the month, as shown by 
Form 8 in the preceding section, but entered here according 
to the brands for which the raw material was used. 

The foregoing items are then added, both as to quantity 
and money. The pounds of each brand divided into the re- 
spective values will establish the rates of cost for the material. 
Differences in weight, if any, will cause a slight adjustment 
in these rates. It is assumed on the form below that the net 
difference in weights amounts to 150 pounds for Brand A and 
650 pounds for Brand B. These pounds are then deducted and 
the remaining pounds of each brand are divided into the values 
as before. The rates thus established will be the correct rates 
at which to charge the pounds of finished material received out 
of process during the month, as also any sales or transfers of 
finished material, etc., to branches. The form is as follows: 
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From the eighth line of the form above, and from Form 11^ 
Section 171, and from the factory records of supplies used, the 
following entry is made: 

Richmond Branch 1,248 3e 

To Raw Material in Prooess 733 01 

Labor on Raw Material in Process 486 36 

Supplies Stock (hags, etc.) 26 00 

For vahie of 8,200 lbs. of material in process and labor 

on the same transferred to Richmond Branch. See 

form 9, Ine 8; form 11, section 171, lines 13 and ZSi. 

From the figures on the ninth line of Form 9, above, the follow- 
ing entry is made for the pounds and value of the finished ma- 
terial received out of process: 

Finished Material 1,789 60 

To Raw Material in Prooess 1,789 6€ 

For valcie of 20,000 lbs. finished material reoetred oat 
of process during January. See form 9, Une 9. 

170. Form 10, Analysis of Fuushed HateriaL This form is 
used to determine the rate at which the finished material used 
on manufactured goods should be charged, and also to ascer- 
tain the value of the finished material used. 

The form starts with the inventory of finished material at 
the first of the month — ^pounds and money — of each brand. To 
this are added the pounds and value of the finished material 
received out of process during the month, as per Form 9, Sec- 
tion 169. The total of pounds of each brand are then divided 
into the respective values and this establishes the rates per 
pound at which to charge the respective finished materials used 
during the month on manufactured (completed) goods. The 
quantity of each brand wrapped is ascertained from the rec- 
ords of finished stock and the proper rates applied to these 
quantities. The form is as follows: 



PRINCIPLBS AND PRACTIOB OF OOST ACXX)nNTINO 149 



liEll 



I 



3 



00 



•1 



t» 



00 



00 
00 



t9 






Mb© 



*4l«k. 



^S 



s 



s 

M 



3 

8 



B 



00 



00 

s 






00 



o»oo_ 



e 

00 



S8 

00 <D 
MO 



M 



Sco 

So 



M 



s 



sss 



9 



jr 



o 



jr 



o 



5 

3 



Si 

5 



£ 



S 



» 



i 



s 



» 



U 



f 



160 PRINCIPLES AND PRACTICE OF COST ACCOUNTING 

From the above form, on line 4, the figares for the follow- 
ing entry are obtained: 

FInislied Material Used 1,984 47 

To FlniBhed Material Stodi 1,984 47 

For the vahie of 22,000 lbs. of flnislied material 
wrapped during January. See form 10, Ihie 4. 

171. Form 11, Labor Statement. The labor statement is 
filled out, as to items of inventory at the first of the month 
(pounds and labor value) from the labor statement of the 
previous month. 

A division is allotted to each classified process. The item 
of ''put into process during the month" occurs only in the 
first process division. In the subsequent process divisions, the 
material and labor value received during the month from the 
previous process is inserted. 

To the above is added the labor charged during the 
month. The weights are then adjusted and the rates estab- 
lished at which to charge the labor on the material passed on 
to succeeding processes and finally to labor on finished ma- 
terial. The labor statement is as follows: 



Form 11 



LABOR STATEMENT FOR JANUARY 
Labor on Raw Material in Process 



Form 11 



Process No. 1 

1 Inventory Ist of mo. 

2 Pat into process during mo. 



8 Total 

4 Sold or Transferred 

5 Carried to Process No. 2.. 

6 In Process at end of mo — 

Process No. 2 

7 Inventory 1st of mo 

8 Recelyed from Process No. 

1 

9 Labor charged during mo — 



10 Total 



11 Loss or Gain in weight 



12 Total 

18 Sold or transferred 

14 Carried to Process No. 3. 

16 Inventory at end of mo.. . . 



Process No. 3 

16 Inventory 1st of mo 

17 Received from Process No. 

2 

18 Labor charged during mo.. . 



19 Total 



20 Loss or Gatai in weight 



21 Total 

22 Sold or Transferred 

28 Charged to Labor on Fbi- 

ished Material 



24 Inventory at end of mo.... 

Labor Packing, Labol- 
faig, etc 

26 Inventory 1st of mo 

26 Charged during mo 



27 Total 

28 Goods Wrapped. 



29 Inventory at end of mo. 



46 00 
260 00 



296 00 

196 67 



98 83 



260 00 

196 67 
747 67 



U94 84 



U94 84 
164 74 
828 68 



206 92 



800 00 

828 68 
800 00 



1^28 68 



1323 68 
820 61 

1,626 78 



76 84 



2 80 
237 40 



240 20 
239 20 



1 00 



lbs. 



Average 
per. lb. 



6,000 .009000 
26,000 .010000 



30,000 
20,000 



10,000 



10,000 
20,000 



30,000 
Loss 
1,000 



29,000 

4,000 

20,000 



6,000 



6,000 
20,000 



26,000 

Gain 

200 



26,200 
4,200 

20,000 



1,000 



200 
21,900 



22,100 
22,000 



100 



From prev. mo.'s Labor St. 
From form 8, sec. 168, L 4 



.009833 



M 



From factory records 



« 



.026000 
.009883 



.089811 



.041184 



II 



From last mo.'s Labor St. 

From above process div. 
From Pay Ron Analysis 



From factory records 



From factory records 
From factory records 



.060000 
.041184 



.076947 



.076336 

M 



U 



.014000 
.010840 



.010868 
.010872 



.010000 



From last mo.*s Labor St. 

From above process dIv. 
From Pay Roil Analysia 



From factory records 

From factory records 
Tr'd to form 10, see. 170 



Partly wrapped as p. last 

mo.'s Labor Statement 
Labor paid during month 



Completely Itaished 
Partly flnisbed 



Miscellaneoas Labor 110 00) See Trial Bafamoe, 

Shipping Labor 80 80) Item $140.80 
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From the figures on lines 13 and 22 of the above form, 
entry is made as shown in Section 169, for the labor value 
transferred. 

From the figures on line 23, the following entry is made : 



1^26 TZ 



Laixyr on FtariBhed Material 1,626 73 

To Labor on Raw Uaterial In Process 

For vatae of labor charged in January on flnlshed 
material received oat of process. See form 11. 

And for the labor wrapping, entry is made as follows : 

Labor Wrapulng 289 20 

To Labor Paddng^ Ijabellng, etc 

For the value of labor charged for Janoary on ma- 
terial wrapped. See form 11. 

172. Form 12, Analysii of Labor on Finiihed material. This 
form starts with the labor value contained in finished material 
on hand at the first of the month. From Form ll, line 23, Sec- 
tion 171, the charge for the month is found and inserted. The 
rate is then established at which to charge out the labor value 
on finished material used during the month. From the stock 
records, the pounds used are ascertained and the rate applied. 
The form is as follows : 



Form 12 



Form 12 



ANALYSIS OF LABOR ON FINISHED HATBRIAL 



Inventory at 1st of month. 
Labor charged dnrtaig month 

Total 

Charged out for month 

Inventory at end of month. 



lbs. 


$ 


Rate 


6,000 
20,000 


384 00 
1,626 73 


.064000 
.076336 


26.000 
22.000 


1,910 73 
1,616 77 


.073490 


4,000 


293 96 


M 
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From line 4 of the above form, the figares are used for the 
following entry: 



Labor on Finished Bfaterial Used 1,616 77 

To Labor on Finished Bfaterial 

For the yahie of labor used on maoafactured goods 
for January. See form 12. 



1,616 77 



173. Form 13, Analysis of Wrapping material Used. From 
the factory records, the information as to the numbers of pack- 
ages of each size and style used on each brand, and the values 
of the same, are obtained. The rate is then established by 
dividing the number of packages of each size used on each 
brand into the respective values of the wrapping material. The 
cost of paste, twine, etc., has been omitted here. The form is 
as follows: 



Form 13 Form 18 

ANALYSIS OF WRAPPING HATERIAL USED FOR JANUARY 



2 OS. 

4 OS. 

10 OS. 

1 lb. 



pkgs.. . . 
pkgs. . . . 
pkgs... . 
pkgs.. . • 



Bfaterial 

wrapped, 

lbs. 


Brand 

No. 
pkgs. 
used 


[A 
1 


Av. 
per 
lb. 


Lbs. 


Bran< 

No. 
pkgs. 
used 


$ 


At. 
per 


3,000 
6.000 
2.000 
1,000 


24,050 

24,010 

3,210 

1,006 


189 10 

324 00 

82 00 

31 00 


.062 
.054 
.041 
.031 


2,000 
6,000 
1,000 
1,000 


16,016 

24,020 

1,610 

1,004 


124 00 

824 00 

41 00 

81 00 


.062 
.064 
.041 
.031 


12,000 




626 10 1 


10,000 




520 00 










1 











From the figares thus obtained, the following entry is 
made: 



Wrspplng Bfaterial Used 1,146 10 

To Wrapping Bfaterial Stock 

For the valcie of wrapping material used in Jannary. 
See form 13. 



1,146 10 



154 PRINCIPLES AND PRACTICE OF COST ACCOUNTING 

174. Form 14, Analysis of Labor Wrapping. The labor 
wrapping is usually paid for on some piece rate basis. From 
the factory records, the number of packages of each size 
wrapped are multiplied by the wage rates for wrapping and 
the amount thus ascertained for all labor wrapping should be 
reconciled with the pay roll analysis. The form is as follows : 



Form 14 



Form 14 



ANALYSIS OF LABOR WRAPPING LABELING, ETC., FOR JANUARY 













Total 




















IflB- 


Rate 














La- 


cel- 


per 




Brand A 


Brand B 








bel- 


bme- 


Pound, 


Labor 






Sises 


Lbs. 


Pkng. 


ing 


008 


cts. 


Paid 


Lbs. 


$ 


Lbs. 


$ 


2 OS. pkgs 


5,000 


.0060 


.0080 


.0060 


.013000 


68 00 


3,000 


40 80 


2,000 


27 20 


4 oz. pkgs 


12,000 


.0040 


.0070 


M 


.01160 


139 20 


6,000 


69 60 


6,000 


69 60 


10 oz. pkgs 


3,000 


.0080 


.0040 


M 


.00760 


22 80 


2,000 


16 20 


1,000 


7 60 


1 lb. pkgs. 


2,000 


.0010 


.0030 


«« 


.00460 


9 20 


1,000 


4 60 


1,000 


4 60 


Totals 


22,000 










239 20 


12,000|180 20 


10,000|109 00 



On the trial balance, Section 167, the labor wrapping 
charge was |240.20. On the labor statement, Form 11, Section 
171, it will be seen that |2.80 of this amount was carried over 
from the previous month, and that |239.20 was charged out 
during the current month, thus leaving |1 left as a charge to 
partly wrapped goods at the end of the month. See trial bal- 
ance, Section 180. From forms 13 and 14, the figures for the 
respective brands are transferred to form 15 and 16 for further 
analysis. 

175. Form 15, P^e 155, Analysis of Wrapping material and 
Labor Wrapping Used on Brand A of Kannfactnred Goods. One 
such form is allotted to each brand. 

On this form, the figures representing the inventory of 
the brand from the previous month are entered. 
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The figures from forms 13 and 14, sections 173 and 174, 
are then entered on the second line. 

From the record of sales, the quantity of each size sold is 
inserted and multiplied by the rates established on the form. 
The values thus obtained represent the cost of wrapping ma- 
terial and labor wrapping for each size package of the partic- 
ular brand. 

The summarized figures on line 2 of the form are then 
transferred to Form 18, Section 178 and placed in their re- 
spective places. 

176. Form 16, Pftge 166, Analyiit of Wrapping material and 
Labor Wrapping Used on Brand B of Kannfaotnred Ooodi. The 
same remarks as in the preceding section apply to this form 
also. 



BRAND A 



Pom 15 



Form 15 
Sec 175 



MANUFACTURBD QOOD8, ANALYSIS OF 
WRAPPINQ HATERIAL AND LABOR WRAPPING FOR JANUARY 



Iny. let of mo 
Mfd. during mo. 

Total 

Sales 

Inv. end of mo. 



2 OS. Packafes 



Wrapuliig 
Uaterial 



Lbs. 



At. 



Labor 
Wrapuliig 



At. 



1,000 
3,000 



65 00 
189 10 



.06500 
.06200 



20 00 
40 80 



.02000 
.01360 



4,000 
3,000 



254 10 .06352 

190 58 



•< 



1,000| 68 52 



«< 



60 80 
45 60 



15 20 



.01520 



M 



4 01. Packafea 



Wrapuliig 
Material 



Lbs. 



6,000 



324 00 



Av. 



.054 



6,000 
5,000 



" 111,000 



324 00 .054 
270 00 



54 00 



«« 



Labor 
Wraiiping 



Av. 



69 60 



.0116 



69 60 
58 00 



.0116 

M 



11601 
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Iny. Ist of mo. 
Mfd. during mo. 

Total 

Sales 

Iny. end of mo. 



10 OS. Packases 



Wrapping 
Bfaterial 



Lba. 



50 
2,000 



2,050 
2,000 



50 



2 50 
82 00 



Ay. 



Labor 
Wrapping 



Ay. 



.05000 
.04100 



40 
15 20 



84 50 
44 



.04122 



15 60 
15 22 



2 06| 



«( 



II 38 



1 B>. Packagei 



Wrapping 
Bfaterial 



Lba. 



Ay. 



Labor 
Wrapping 



Ay. 



.00800 
.00760 



25 
1,000 



75 
31 00 



.030 
.031 



15 
60 



.00760 



1,025 
1,000 



25 



31 75 
30 98 



.030 

M 



4 
4 



75 
63 



.00600 
.00460 



.00463 

M 



77| " II 12| " 



SUUMART OF ALL SIZES 



Inyentory 1st of month.... 
Hanufactured during month. 

ToUl 

Sales for month 

Inyentory at end of month. 
Form 16 



Wrapping 
Bfaterial 



Lba. 



1,075 
12,000 



13,075 
11,000 



68 25 
626 10 



694 35 
574 00 



2,076 120 35 



Ay. 



.063488 
.052175 



Labor 
Wrapping 



Ay. 



20 55 
130 20 



.019116 
.010860 



.053105 
.052182 



.0580001 



150 75 
123 46 



.011629 
.011222 



27 30| .013166 



BRAND B 



Form 16 

Sec 176 
MANUFACTURED GOODS, ANALYSIS OF 

WRAPPING MATERIAL AND LABOR WRAPPING FOR JANUART 



Iny. Ist of mo 

Mfd. during mo 

Total 

Sales 

Iny. at end of mo.. 





2 OS. 


. Pacfcagee 






4 OS. Packages 




Wrapptaig 
Material 


Labor 

Wrapping 


Wrapptaig 
Material 


Labor 
Wrapptaig 


Lba. 


$ 


Ay. 


$ 


Ay. 


Lba. 


1 


Ay. 


$ 


Ay. 


100 
2,000 


1 40 
124 00 


.0140 
.0620 


1 60 
27 20 


.0150 
.0136 


6,000 


324 00 


.0540 


69 60 


.0116 


2,100 
2,000 


125 40 
119 43 


.0697 


28 70 
27 38 


.0137 
<• 


6,000 
5,800 


324 00 
313 20 


.0540 


69 60 
67 28 


.0116 


lOOj 5 97| " 1 


1 37 


« 


200 


10 80 


« 


2 82 


« 
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InY. Ist of mo 

Mfd. during mo 

Total 

Sales 

InY. at end of mo.. 





10 01. 


Packages 






1 D) 


. Packages 




Wrai>ptaig 
Material 


Labor 
Wrapping 


Wrapping 
Material 


Labor 
Wrapping 


Lbs. 


1 


Ay. 


1 


Ay. 


Lbs. 


1 


Ay. 


1 


Ay. 


1,000 

1,000 
900 


41 00 

41 00 
36 90 


.0410 


7 60 


.0076 1,000 


31 00 .0310 


4 60 


.0046 


.0410 

M 


7 60 
6 84 


.0076 1,000 
800 


31 00 .0310 
24 80 " 


4 60 
3 68 


.0046 

M 


100 


4 10 


" 1 76 " II 200 6 20 " 1 


92 


M 



SUMMARY OF ALL SIZES 



InYeotory 1st of month 

Mannfactnred dming month. 

Total 

Sales 

iBYontory at end of month. 



Wrapping 
Material 



Lbs. 



Ay. 



100 
10,000 



1 40 
620 00 



.014000 
.062000 



Labor 
Wrapping 



Av. 



1 60 
109 00 



.016000 
.010900 



10,100 
9,600 



621 40 
494 33 



.061623 
.062034 



110 60 
106 13 



6Q0| 27 07| .04611611 6 37 



.010940 
.011066 



.008960 



177. Fonn 17, Distribntion of the General Expenses Over 
Brands for the MonfL The various debit balances for the month 
of the expense accounts are entered on the total line of the 
form below in their respective columns. 

The total manufactured goods poundage is divided into 
each amount in order to establish the rates of cost These 
rates, thus found, are then applied respectively to the pounds 
of each brand, and this will give the distributive amounts. 
The figures are then transferred to Form 18, Section 178. For 
convenience, the item of material appears on the form below, 
but these figures are obtained directly from Form 10, Section 
170. The form is as follows : 
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Form 17 Farm 17 

DISTRIBUTION OF GENERAL EXPENSES OVER BRANDS 



Mfd. 
lbs. 



Material 



Flavoring 



Labor on 
Material 



Interest 
on Plant 



Brand A 

Brand B 



Totals 



12,000 
10,000 



1,091 04 
893 43 



22,000 



1,984 47 



.090920 
.089343 



109 10 
89 34 



198 44 



.009092 
.008934 



881 87 
734 90 



1,616 77 



.073490 



«< 



68 18 
56 82 



.006682 



«< 



126 00 



Geni Facfy 

Exp., R&R, Mis- 

oelL Labor, 

Power, Ins., 

Sappttes, etc. 



Office Exp. 



AdministratioD 



SelBng Exp. 



Brand A. 
Brand B. 



717 71 
698 09 



.069809 



I* 



218 19 
181 81 



.018181 



272 73 
227 27 



.022727 



M 



Totals. 



1,316 80 



400 00 



500 00 



409 10 
840 90 



.03409 



»€ 



750 00 



178. Fonn 18, Pag^e 168-a, Analyiis of Kannfaetnred Gooda ami 
Cost of Sales. The figures appearing on this form are obtained 
as follows: 

As to the inventory at the beginning of the month, the 
figures are obtained from the previous month's analysis form. 

The items '^Manufactured during the month" are obtained : 

Pounds, from form 10, One 4, sectkm 170. 

Material, from form 10, One 4, sectkm 170. 

Labor, from form 17, section 177. 

Flavoriiig, from form 17, section 177. 

Interest on Plant, from form 17, section 177. 

General Factory Expense, from form 17, section 177. 

Wrapping Material, from forms 15 and 16, sections 175 and 

176. 
Labor Wrapping, from forms 15 and 16, sections 176 and 176. 
General Office Expense, from form 17, section 177. 
Administration, from form 17, secti<m 177. 
SeOing Expense, from form 17, section 177. 



As to 


As to 


As to 


As to 


As to 


As to 


As to 


As to 


As to 


As to 


As to 
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The pounds of each brand sold are obtained from the sales 
records and are entered in the pounds column of Form 18 in 
the respective divisions. 

The rates are then established on the third line of each 
division at which the sold poundage should be charged out, and 
the pounds are multiplied by the respective rates. The inven- 
tory of the manufactured goods on hand unsold is represented 
on the last line of each division. 

In the recapitulation division, line 2 of the total column, 
will be found the figures for the following entry : 

Manufactured Gooda a/c 8^75 78 

Finished material used 1,984 47 

Labor on flnlshed material 1,616 77 

Flavoring used 198 44 

Interest on Plant 126 00 

General Factory Expenses 1,315 80 

Wrappins Material used 1A46 10 

Labor wrapping used. 239 20 

Qeaeral Office Expenses 400 00 

Administration GOO 00 

Selling Elxpense 760 00 

To Manufacturing a/c 8^76 78 

For tbe cost of goods manufactured during January, 

as per form 18. 

On line 4 of the recapitulation division of Form 18, in the 
total column will be found the figures for the following : 

Cost of Sales 7.712 68 

To Manufactured Goods 7,712 68 

For Ckmt of January Sales. See form 18. 

179. Form 19, Piige 160-a, AnalyBii of Coit of Sales and Profits. 
This form may be used to compare cost, selling value and profit 
of each brand, and each size package of each brand. 

The figures on Form 19 are obtained from Form 18, Sec- 
tion 178; forms 15 and 16, sections 175 and 176, respectively, 
and from the sales records. 
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From the total of the sales column, Form 19, the follow- 
ing entry is made: 

Accounts Receivable 9^19 00 

To Sales 9^19 00 

Sales for January. See form 19. 

180. Final Trial Balance of Financial Acconnts and Coit Ao- 
connts. The effect of the aforegoing entries and analyses is to 
split the trial balance into two separate and distinct trial bal- 
ances, one of which is a balance sheet and the other a trial bal- 
ance of the cost accounts. They are as follows : 

FINAL TRIAL. BALANCE 



The Financial Accounts 
January 31, 1916 



Plant and Equipment. 
Cash 



Accounts Receivable 

Richmond Branch 

Unexpired Insurance 

Flavoring Stock 

Raw Biaterial Stock No. 1, 2750 lbs 

Raw Material Stock No. 2, 3100 lbs 

Raw Biaterial Stock No. 8, 2350 lbs 

SuppHes Stock 

Finished Material, 4000 lbs 

Raw Biaterial In Process, 16,000 lbs 

Manufactured GkKids, 2675 lbs 

Labor on Raw Material In Process 

Labor PacUng, LabeUng, etc 

Labor on Finished Material 

Wrapping Biaterial Stock. 

Cost of Sales (deducted from Sales bek>w) 

Capital Stock. 

1st Mortgage, 6% Bonds 

Accounts Payable 

Provision for Bond Interest 

Provision for Taxes 

Provision for Depredation.. ., 

Surplus,— Jan. 1 5,000 00 

Jan. Sales 9,819 00 

Jan. Discounts 80 00 9^99 00 



Less Cost of Sales. 



14,899 00 
7,712 58 



40,000 00 

15,000 00 

11,269 09 

1,243 36 

825 00 

800 00 

247 50 

217 00 

235 00 

435 00 

860 57 

1,429 11 

1,017 78 

380 59 

1 00 

293 96 

1353 90 



75,608 86 



80,000 00 
25,000 00 
13,047 44 

125 00 
50 00 

200 00 



7A86 42 



75,608 86 



J' r 



: ^'• .■• 



f • * 



]. 



. 'i 






-. ^. 
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TRIAL BALANCE OF THE COST ACCOUNTS 



January 81, 1916 



Ffniahed Material Used. — 
Labor on Finished Material. 

FbYoring Used 

Interest on Plant 

General Factory Expense.. . 
Wrapping Biaterial Used — 

Laix>r Wrapping Used 

General Office Ehcpense. . . . 

Administration 

SeOing Erpenae 



Manufacturing 



1^S4 47 

1,616 77 

198 44 

126 00 

1,316 80 

1446 10 

289 20 

400 00 

600 00 

760 00 



18,276 78 



8,876 78 



18,276 78 



181. Guidei to fhe Jonmal Entriei. The following tables 
may serve to illustrate and act as a gaide to the ordinary jour- 
nal entries. 

The tables given provide for the ordinary debits and their 
corresponding credits, and are divided into those applying to : 

(a) Spedflc Job Cost. 

(b) Departmental Cost. 

(c) Process Cost. 



In the table for the entries concerning Process Cost, those 
entires applying only to the Complex Type will be noted thus : 

"(O.T.)." 
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(A) 

ENTRIES RBLATINO TO SPECIFIC JOB COST 

DEBITS ^AND USUAL CORRESPONDING! CREDITS 

to to 

Accounts Accounts 

Accounts Payable. Cash 

Accounts Receivable Sales 

Accounts representing overhead Used. Overhead on Work in Process 

Administration Accounts Payable 

Cost of Sales Manufactured Goods 

Depreciation (Reserve for Depredation 

(Accounts Payable 

Discounts Loss and Gain 

General Factory Expense Pay Roll 

General Factory Expense Accounts Payable 

General Office E^zpense Pay Roll 

General Office Expense Accounts Payable 

Insurance Unexpired Insurance 

Interest Provision for Interest 

Labor on Work in Process Pay Roll 

Labor Used Labor on Work in Process 

Loss and Gain. Surphis 

Hfanufactured Goods Manufacturing 

Hfanufacturing Various Cost Accounts 

Miscellaneous Labor Pay Roll 

Overhead on Work in Process 



General Factory ESxpense 

Repairs and Renewals 

MisceDaneoos Labor 

Power, Taxes, Rent, Ins. 

Depreciati<m 

Shipping Room Expense 

General Office Expense 

Administration 

Selling ESxpense 

Pay Roll Accounts Payable 

Power (Pay Roll 

|Accounts Payable 

Provision for Interest Accounts Payable 

Provision for Taxes Accounts Payable 

Raw Biaterial on Work tai Process Raw Material Stock 



PRINCIPLES AND PRACTICE OF COST ACCOUNTING 163 

(A) — CoDtinued 

ENTRIES RELATING TO SPECIFIC JOB COST 

DEBITS ^AND USUAL CORRESPONDING CREDITS 

to to 

Acooants Accounts 

Raw Material Stock. CAccoimts Payable 

(Discounts 

Raw Material Used. Raw Material on Work in Process 

Rent Accounts Payable 

Repairs and Renewals (Pay RoD 

I Accounts Payable 

Reaenre for Depreciation Depreciation 

Sales Cost of Sales 

SeObig Expense (Pay RoD 

/Accounts Payable 
Shipping Room E2xpense (Pay RoD 

(Accounts Payable 
Uneipired Insurance Accounts Payable 

COST JOURNAL ENTRIES 

Cost of Sales Manufactured Goods 

Job No. 1 (say) fRaw Material on Work in Process 

J Overhead on Work tai Process 
[Labor on Work in Process 

Labor on Work in Process Individual Job Accounts 

Manufactured Goods Manufacturing 

Manufacturhig Cost of Sales 

Overhead on Work in Process Individual Job Accounts 

Raw Material on Work in Process Individual Job Acooants 



STOCK JOURNAL ENTRIES 

Raw Material No. 1 (say) Raw Biaterial Stock 

Raw Material BUxk Raw Material No. 1 (say) 
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(B) 

ENTRIES REL.ATINO TO DEPARTMENTAL COST 

DEBITS ^AND USUAL CORRESPONDINCI CREDITS 

to to 

AcoountB Acooimt0 

AccoontB Payable Cash 

AcoountB Receivable Sales 

Administration Accoonts Payable 

Administration Used Overbead on Work in Process 

Cost of Sales Manufactured Ck>ods 

Department Expense Pay Roll 

Department Expense Accounts Payable 

D^;Mirtment Expense Used Overhead on Work in Process 

Dept. Labor on Work in Process Pay Roll 

Department Labor Used. D^t. Labor on Work in Process 

Discount Loss and Qain 

General Factory Expense (Pay RoD 

^Accounts Payable 

General Factory Expense Used Overhead on Work in Process 

General Office Expense (Pay RoD 

lAccounts Payable 

General Office Expense Used Overhead on Work tai Process 

Loss and Gain Surphis 

Manufactured Goods Manufacturtaig 

Manufacturing Various Cost Accounts 

Overhead on Work tai Process fGeneral Factory Expense 

Department Expense 
General Office Elxpeose 

jSelBng Expense 
Administration 

Pay RoD ^Accounts Payable 

Raw Material on Work fai Process. . . . Raw Material Stock 
Raw Material Stock (Accounts Payable 

JDiscount 

Raw Material Used Raw Material on Work tai Process 

Sales (Cost of Sales 

/Loss and Gafai 
Seffing Expense (Pay Roll 

|Accounts Payable 
SelKng Expense Used Overhead on Work tai Process 

For original entries to nominal accounts, see under item 
(A), Specific Job Cost, just preceding. 
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(C) 

ENTRIES RELATINO TO PROCESS COST 

DEBITS ^AND USUAL CORRESPONDING! CREDITS 

to to 

Accounts Accounts 

(Abbreviation "(C. T.)" means "Complex Type only/') 

Accounts Payable Casii 

Accounts Receivable Sales 

Administration Accounts Payable 

Administration Used (C. T.) . . Overhead on Finished Material 

Assemblng Expense (C. T.) . . Various Expense Accounts 

Cost of Sales Manufactured Goods 

Depreciation Reserve for Depreciation 

Discount Loss and Gafai 

Fhiished Material (Stock) Raw Material tai Process 

Fbiished Material Used Finished Material 

General Factory Expense (Accounts Payable 

(Pay RoU 

General Fac'y Exp. Used (C. T.) . .Overhead on Finished Material 

(General OfDoe Expense (Accounts Payable 

(Pay RoU 

Geo. OfDoe Exp. Used (C. T.) . . Overhead on Ftoished Material 

Insurance Unexpired Insurance 

Interest on Plant Provision for Interest 

Interest on Pbnt Used (C. T.) . . Overhead on Finished Material 

Labor Assembling (C. T.) . . Pay Roll 

Labor Assembling Used. (C.T.).. Labor Assemblhig 

Labor on Finished Material Labor on Raw Material in Process 

Labor on Finished Material Used Labor on Finished Material 

Labor on Raw Material in Process Pay Roll 

Labor Wrapping Pay Roll 

Labor Wrapping Used Labor Wrapptag 

Manufactured Goods Mianufacturlng 

Manufacturing Various Cost Accounts 

Overhead on Ffai. Material. . . (C. T.) . . f Repairs and Renewals 

J Rent, Dep., Taxes, Ins., Power. 

I Genera] Fact, and Off. Exp. Aocts. 

I^Adndnistration and Selling Accts. 
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(O— Contlmied 

ENTRIES RELATING TO PROCESS COST 

DEBITS ^AND USUAL CORRESPONDING CREDITS 

to to 

Aocoants AoooimtB 

(AbbreviatkHi "(C. T.)" meaoB "Comiilex Type onfar/') 

ProvisioD for Interest Acooimts Payable 

Pay Roll Accounts Payable 

Raw Biaterial in Process Raw Bflaterial No. 1 (say) 

Raw Material No. 1 (say) ( Accoonts Payable 

|Discoant 
Rent, Depredation, Taxes, Insurance) Accounts Payable 

and Power C 

Rent, D^redation, Taxes, Insorancei Overhead on Finished Material 

and Power Used. (C.T.) J 
Repairs and Renewals (Accounts Payable 

(Pay Ron 
R&p6irs and Renewals Used (C. T.) . . Overhead on Finished Biaterial 
Sales (Cost of Sales 

/Loss and Gain 
Selling Expense (Pay Roll 

(Accounts Payable 

Selling Expense Used Overhead on Finished Material 

Taxes Provision for Taxes 

Unexpired Insurance Accounts Payable 

Wrapping Material Stock (Accounts Payable 

I Discount 
Wrapping Material Used Wrapping Material Stock 



INDEX 

A. 

Abstract 

Labor 8S. 
Material 82, 8a 

AOOOUHT 

Accounts Payable 24, 28, 88, 91, 94, 108, lia 

Accounts Receivable 23, 80, 88, 85, 97, 110, 122, 142, 166, 179. 

Administration OO^J, 94, 95, 106, 140, 150. 

Administration Used 95, 109, 145. 

Appropriated Surplus 23, 24. 

Assembling Expense 00-n, 140. 

Branch 109. 

Capital Stock 23, 24. 

Cost of Sales 34, 56, 85, 88, 97, 110, 122, 142, 166, 178. 

Department Expense 60-g, 94, 95, 107, 108, 150. 

Department E<xpense Used 95, 109. 

Depreciation 60^h, 67-d, 67-f, 67-g, 106, 140. 

Depredation, Taxes, Reot and Power Used 145. 

Discount 91. 

Finished Material 116, 132, 134, 135, 169, 170. 

Finished Material Used 134, 135, 145, 170. 

FlavOTing Stock 167 

Flavoring Used 145 167. 

Oeneral Factory JUxpcnae 94, 95, 107, 108, 117, 127, 140, 147, 15a 

General Factory Expense Used 95, 109, 146. 

General Office Expense 60-f , 6(>-i, 83, 94, 95, 107, 108, 117, 127, 140. 

147, 150. 
General Office Expense Used 95, 100, 145. 
Insurance 60-b, 108, 140. 
Interest 67-g. 

Interest on Plant 60-d, 67-g, 167. 
Invested Surplus 23. 
Job 81, 83, 87, 88. 
Labor Assembling 127, 189. 
Labor Assembling Used 139, 145. 
Labor on innished Material 118, 137, 138, 171, 172. 

Labor on Finished Material Used 118, 138, 145, 172. ; 

Labor on Raw Material in Process 117, 118, 127, 137, 169, 171. 

Labor on Work in Process 88, 85, 94, 107, 100, 149. I 

Labor Packing, Labeling, etc., 171. 

Labor Used 85, 94, 109, 149. i 

Labor Wrapping 117, 127, 141. 171. 
Labor Wrapping Used 141. 
Ix>s8 and Gain 25, 86. 
Machine Group Expense 107, 108. 
Machine Group Expense Used 109. 
Manufactured Goods 25, 34, 56, 85, 97, 109, 110, 122, 142, 161, 166, 17a 

167 
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AooouNT (OoiU,) 

Manufacturing 25, 34, 56, 85, 86, 97, 109, 122, 142, 145, 151, 17a 

Merchandise on Work in Procees 148. 

Merchandise Used 148. 

Miscellaneous Labor 60-a, 88, 167. 

Overhead on Finished Material 60-m, 140. 

Overhead on Work in Process 60-1, 83, 85, 95, 108, 109. 

Overhead Used 60-o, 85. 

Pay Roll 83, 94, 106, 107, 117. 127. 

Power eo-c, 108, 140, 167. 

Production Overhead Expense on Work in Process 150. 

Production Overhead Expense Used 150. 

Property 67. 

Provision for Bond Interest 167. 

Provision for Taxes 140, 167. 

Raw Material in Process 114, 116, 131, 132, 168, 169. 

Raw Material on WcHrk in Process 81, 83, 85, 87, 92, 103, 148. 

Raw Material Stock 81, 87, 91, 92, 103, 113, 114, 131, 148, 168. 

Raw Materia] Used 85, 92, 103, 148. 

Rent 60-b, 108, 140. 

Repairs and Renewals 60-e, 106, 140, 150, 167. 

Repairs and Renewals Used 145. 

Reserve for Depreciation 67-d, 67-f , 67-g, 140, 147, 167. 

Sales 56, 85, 86, 97, 110, 122, 142, 156, 179. 

Selling ETxpense 60-k, 95, 108, 140, 150. 

Selling Expense Used 95, 109, 145. 

Shipping Room Expense 150. 

Sinking Fund 67-f. 

Stock Dividend 2a 

Supplementary Overhead Exp^ise on Work in Process 150. 

Supplementary Overhead E}xpense Used 150. 

Supplies Stock 147, 167, 169. 

Surplus 23. 

Taxes 60-b, 108, 140. 

Trading 15a 

Undivided Surplus 24. 

Unexpired Insurance 140, 147, 167. 

Working Capital 23. 

Wrapping MateHal Stock 113, 115, 134, 17a 

Wrapping Material Used 115, 133, 173. 

AoconirTANT, Duties of the Cost 5. 

ACOOTJWtlNQ 

Advantage of the cost 4. 

Cost, function of the 3, 59. 

Cost, supplementary 3. 

Financial, for cost 21. 

Financial, ordinary 21 to 85. 

Inadequacy of ordinary 21, 27, 34. 

Method of manufacture shapes, the 36, 54. 

Object of the cost 4. 

Ordinary, function of the 3, 21 to 35. 
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AoootTiiTmo (Oont,) 

Outline of the cost 3, 56. 
Outline of the financial 21 to 35. 
Principles of cost 36 to 7a 
Stages of cost 42, 58. 
Synopsis of the financial 21 to 35. 
.^LoooTTm'S 

Classification of the 19, 33, 56, 59, 89, 101. 

Closing of the, Departmental Cost 60, 96, 101, 106, 111. 

Closing of the, Process Cost 60, 123, 140, 146. 

Closing of the, Specific Job Cost 60, 86. 

Completed Job 89. 

Controlling 33, 80, 85, 90, 97, 122. 

Cost 59, 79, 85, 86, 90. 

Cost ledger 79, 8a 

General ledger 79. 

Interlocking of the 79. 

Job 89, 100. 

Job, analysis of the 89. 

Nominal, expenditures 25. 

Nominal, revenue 26. 

Outline of the 56 

Overhead, balances of the 53, 60, 61, 84, 95, 99, 101, 106, 121, 140, 160. 

Overhead, names of the 60, 101. 

Reconciliation of the 56. 

Representing assets 23, 33. 

Representing liabilities 24, 33. 

Reserve 23, 24, 41, 67. 

Separation of the financial and cost 56, 79, 00, 109, 122. 

Statistical 59, 68, 88, 84. 

Stock 80, 91, 92. 

Used 56, 97. 

AocBUsn Chabgis 24, 29, 66. 
ADornoNS (See "Betterments"). 
ADMINISTBATIOir 12, 13, 42, 60-J, 101. 
ADVSBTISIIfO 42. 

Analyses 

Assembling of the 3. 

Forms used for the 6, 82, 90. 

Necessary 8, 8. 

Reconciliation of the 3, 19, 21, 56, 82, 90. 

Analtsis 

Completed work 109, 158, 155. 

Cost d% 

Cost of sales 110, 129, 153, 156, 178, 179. 

Cost rates 19, 59, 153, 178, 179. 

Finished material 116, 128, 170. 

Job 89. 

Labor 83, 107, 152, 171, 172, 174, 175, 17a 

Labor Wrapping 120, 141, 174, 175, 17a 
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Akaltsib {Cant,) 

Manufactured goods 100, 129, 151, 178. 

Material 152, 170. 

Pay Roll 117, 126. 

Production cost 42, 158, 17& 

Profits 34. 110, 124. 157, 179. 

Raw material In process 82, 169. 

Raw material stock 112, 168. 

Sales 110, 156. 178, 179. 

Stock 168. 169, 170, 173. 

Supplementary cost 42, 153, 178. 

Time 152. 

Work In process 152. 153. 

Wrapping material 114, 115, 173. 

Annuett. Depreciation based on 67ra. 

Affobtionmknt 

Between production and supplementary costs 59. 

Depreciation 63-a, 66, 101. 

Insurance 16, 63-e, 101. 

Methods of 63. 

Overhead 51, 53, 54, 55. 58. 62. 63. 66. 95. 101. 108. 112. 121. 140, 154. 

Power 63-b. 101. 

Rent 16, 51, 68-c, 101. 

Repairs and renewals 51, 63-f , 101. 

Taxes 16. 51. 63^ 101. 

Affbopriated Subpltjs 23. 

AsncLBS (See ^'Manufactured Goods"). 

Composed of several finished materials 20-e, 54-d, 55-d. 

ASBEMBLINO 

Expense 55-d, 60-n. 

Finished materials 20^ 36, 44. 54-d. 55-d. 125, 128. 

Labor 55-d. 139. 

Of the analyses 3. 

Overhead, treatment of 55-d, 60-n. 140. 

ASBKTS 

Accounts representing 23, 88^ 

Classification of 2a 

Goods in process as 9, 18. 

Permanent 23. 

Sale of 23. 

Stabilizing the value of the 28. 

Transient or current 23. 

B. 

Balaitcb 

Sheet 9. 36. 

Trial (see "Trial Balance**). 

BAIAlfCES 

Checking 79. 80. 83, 86, 90, 96. 108. 155. 

Overhead accounts 53, 60, 61, 84. 95. 99. 101, 108, 160. 
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Brtebmentb 28. 

Bomw 9, 24. 

Interest on 9, 41. 

Sinking fund for retirement of 24, OT-f. 

Treasury 24. 

Books Used 6, 28, 

Cash 6, 30. 

Columnar 22, 28, 29, 30. 
Journal, cost 6, 79, 83. 
Journal, general 6, 29. 
Journal, stock 6, S2, 91. 
Ledger, cost 6, 79, 89, 110. 
Ledger, general 6, 33. 
Ledger, stock 6, 31, 80, 91. 
Pay Roll 6, lOa 

Record of completed work 165. 
Sales 6, 92, 110, 156. 
Voucher record G, 28. 

BoBBOWED CAPrrAL (See ''Capital"). 

Brands (See "Specific Products"). 

Buildings, Repaibs and Rknbwals to 51, 63-f, 75. 

Bt-Pboducts 36, 38. 

a 

Calculations 

Annuities 67-g. 

Bases for the cost 46. 

Compound interest 67 

Condition per cent 67-h. 

Depreciation 67. 

Fixed per cent on diminishing yalues 67-d. 

Formulas for 67. 

In record of completed work 108. 

Investment worths 67''g. 

Present wcHrths 67-g. 

Sinking funds 67-f. 

Oafital 

And income 23. 
Borrowed 23, 24. 
Depreciation of 40, 67. 
Expenditures 40. 
Integrity of 23, 67. 
Interest on 9, 40, 41. 
Invested 23. 
Nominal 23, 24. 
Stock 24. 
Working 28, 67. 
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Capitalization or BASNnrofi, Income 28, 24. 

Cash 

Book 6, 90. 
Discounts 18, 41, 91. 

Chaboeablb Expense 18, 42. 

Chaboes 

Accrued 24, 29, 6a 
Inward 18, 42. 
Prepaid 66. 

Classification of 

Accounts (see **Co6t," ''Financial Accounts," and ''Accounts**) 

Assets 23. 

Cost 42, 55. 

Financial accounting 21. 

Inventories 57. 

Items of cost 16, 19. 

Liabilities 24. 

Manufacture 54. 

Overhead 3, 42, 52, 59, 60, 101. 

Surplus 24. 

Used accounts 56. 

Closino 

Books 56, 79, 83, 86, 98, 111. 

Departmental cost accounts 60, 98, 108, 111. 

Job accounts 83. 

Overhead accounts 84, 99, 101, 108, 121, 140, 145. 

Process cost accounts 60, 123, 140, 145. 

Specific Job cost accounts 60, 86. 

Voucher record 28, 69. 

Commission of Salesmen 42. 

Completed Wobk (See "Manufactured Goods'') 

Analysis of 109, 151, 153. 
Billing of 89, 92, 97, 155. 
Job accounts 89. 

Job summary forms covering 97. 
Labor on 54, 56, 94, 107, 149. 
Record of 92, 97, 103, 165. 
Value of 18, 45, 109. 

Ck>NDrrioN Pee Cent. 674>, 67-h. 

O)NTB0LLiN0 ACCOUNTS 33, 80, 85, 90, 97, 122. 
Ck)RPOBATioN Tax and Cost of MANHFAcruBK 9. 

Ck)BBECTION OF 

Errors 29, 61. 
Inventories 71, 75. 



PRINGIPLBS AND PRACTICE OF COST ACCOUNTING 173 

COBT 

Accounts 60, 79, 85, 86, 90, 97. 

Accounts, classification of the 66, 89. 

Accounts, trial balance of the 34, 86, 90, 100, 180. 

Analysis of, necessary 3, 8. 

Basing the 2, 8, 46, 90. 

Classification of 42, 56. 

Classifying the Items of 16, 19. 

Defined 2, 9. 

Departmental 64-b, 65-b, 90 to 99, 100 to 111. 

Departmental, illustration of 146 to 161. 

Direct 42, 48, 63, 7a 

First 42. 

Flat 42. 

How expressed 2, 8, 45, 66, 99. 

Indirect 42, 49. 

Interest as an item of 9, 41. 

Job, form, 100, 103, 110, 16a 

Journal 6, 79, 83, 86, 86, 87, 88, 90. 

Ledger 6, 79, 89, 90, 110. 

Ledger accounts 79, 86. 

Machine 66-b, 100. 

Manufactured goods 9, 21, 34, 36, 40, 86, 97, 112, 122, 142, 149, 153. 

Of sales 110, 122, 129, 143, 166, 178, 179. 

Of specific Jobs 66-a, 65-b, 82, 83, 89, 99. 

Of specific processes 3, 55-c, 66-d, 112, 118, 171. 

Of specific products 23, 34, 176, 176. 

Period for which calculated 10. 

Prime 42. 

Process 64rc, 54-d, 65-c, 66-d. 

Process, complex type, 64-d, 65-d, 126 to 146. 

Process, simple type, 64-c 65-c 112 to 124^ 162 to 180. 

Production 12, 42. 

Rates averaged 64, 81, 163 . 

Rates, comparison of 4, 6& 

Reducing the 4. 

Rent as an item of 9, 41. 

Revenue relating to 26, 76. 

Selling 9, 14. 

Specific job 54-a« 56-a, 70 to 89, 90 to 111« 

Stages of 42, 68. 

Supplementary 18, 42. 

Unit of 2, 8, 46, 66k:. 

Variations in rates of 4, 6, 8. 

Cost AccouirrAirr, Duties of the 6. 

Cost AccomrmfG 

Advantage of the 4. 

And factory management 7. 

Control of the 19. 

Defined 3. 

Function of the 3, 8, 60. 
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Cost Accouwting (Cant) 

Method of manufacture shapes the 86, 64. 

Necessity for a system of 7. 

Object of the 4. 

Outline of the 3, 56. 

Principles of the 86 to 7a 

Scope of the 1, 21. 

Stages of the 42, 58. 

Supplementary to other accounting 8. 

Value of the 8. 

Working basis first necessary 5. 

Cost Data 

Obtaining the 11, 82, 97, 103, 146. 
Recording the 11, 82, 97, 108. 

D. 

Damage 

And loss 74. 

Compensated by insurance 9, 74. 

Data 

Obtaining the cost 11, 82, 97, 108, 146. 
Recording the 11, 82, 97, 108. 

Detective Wobk 74. 

DEFINiriON OF 

Capital, borrowed 23, 24 

Capital, invested 23. 

Capital, nominal 23, 24 

Cost 2, 9. 

Cost accounting 3. 

Department 20-f. 

Direct cost 48, 63, 7a 

Direct labor 42. 

Finished material 20-d. 

Finished material assembled 20-e. 

Invested income 23. 

Machine group 20-f. 

Measure 20-h. 

Merchandise 148. 

Miscellaneous labor 60-a. 

Process 20-b. 

Production cost 12, 42. 

Quanti^ 20-h. 

Raw material 20-a, 89. 

Raw material in process 20-c. 

Supplementary cost 13, 42. 

Terms used 20, 21, 23. 

Time 20-i. 

Waste 3a 

Wrapping 20-g. 
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DlPABTMEirr 

Defined 20-t, 

Expense eo-g, 101. 

Departmental cost 3, 55-b, 90 to 09, 100 to 111, 146 to 161. 

Applied to standard goods 56-b, 76. 

Closing of the accounts in 60, 98, 101, 108, ill, 150. 

Different from process cost 76. 

Illustration of 146 to 161. 

Includes specific Job cost 65-b, 90. 

Journal entries for 181. 

Overhead as applied to 55-b, 60, 62, 6a-g, 95, 108, 150, 154. 

Rates 20-f, 42, 54-b, 76, 90, 93, 153. 

Depabtments 54. 

Pay roll adjustments between 93, 106. 
Shifting of men between 93. 

Depreciation 42, 66, 67. 

Account 60-h, 67-d, 67-f, 67-g, 101. 

Annuity method of 67-g. 

Apportionment of 63-a, 66. 

Bases for 67. 

Capital 40, 67. 

Causes of 67. 

Condition per coit 67-b, 67-h. 

Diminishing value basis 67-^ 

Entries for 67-d, 67-f. 

EiQual annual reduction basis 67-c 

Investment of reserves for 67-f. 

Methods of calculating 67. 

Operating hour basis 68-a, 67-a. 

Production basis 67-e. 

Provision for 40, 41, 67. 

Reserve accounts for 67. 

Revaluation basis 67-b, 67-h. 

Running hour basis 67-a. 

Sinking fund basis 67, 67-b, 67-f. 

Straight line 67-c 

Unequal annual reductions 67-d. 

Dbbioits 42. 

DnacT Cost 

A secondary consideration 48, 63. 
Defined 42, 4a 
Labor 89, 42, 78, 88, 149. 
Labor, differentiated 42, 7a 

D1BBUB8EMENTS, Material 11, 81, 32, 64, 81, 92, 103, 114, 131, 14a 
Discounts 28. 

Cash la 41, 91. 
On loans 41, 6a 
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Disoouirrs (Cont.) 

To customers 41. 
Trade 18, 91. 

DlBCBEPAlfGIES, Invkntoby 5, 32, 70. 

DlSTBIBUnON 

Overhead 62, 00, 61, 68, 112, 121. 

Pay roll 28, 83, 94, 106, 107, 117, 126, 127. 

Dividends 

Cash 24u 

Declared, awaiting payment 23, 24. 

Stock 23. 

B. 

BABiaNGS (See "Income"). 

Bfucdency 

ESngineering (see "Factory Management"). 
Equality in rates not always an indication of 06. 
Output as an indication of 65. 
Speed as an indication of 65. 
Standards of 65. 
The study of 7. 

Elapsed Time (See *'Time"). 

I}irrBiE8 (See also "Account") 

For depreciation provision 67-d, 67-f. 

Guides to Journal 181. 

Supplementary, caused by cost accounting 3, 21, 27. 

Ebbobs, correction of 29, 61. 

Ezfendititbeb 

Capital 40. 

Exceeding cost period 66. 

Relating to cost 2. 

Expense (See also "Overhead"). 

Administration 12, 13, 42, 60- j, 101. 
Advertising 42. 
Assembling 55-d, 60-n. 
Chargeable 42. 
Department 60-g, 101. 
(General factory 25, 60-f, 101. 
Indirect (see "Overhead"). 
Machine group 101. 
Office 12, 13, 16, 42, 60^1, 101. 
Selling 12, 13, 42, OO^k, 101. 
Shipping room 42, 60-f. 
Traveling 42. 

BXPULITATION OF THE TEBMS USBD 20. 
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r. 

Factoby Management 

And co8t accountliig 7. 
Study of 7. 

Factory Overhead (See "Overhead"). 

Filing 

Requisitions 92. 
Time tickets 106. 

Financial Agcoitntino 

Classification of 21. 
For cost 21. 

Inadequacy of ordinary 21, 27, 34. 
Maximum efficiency of 21 to 85. 
Ordinary, function of the 3, 21 to 35. 
Outline of the 21 to 35. 
Scope of the ordinary 3, 21. 
Synopsis of the ordinary 21 to 35. 

Financial Accounts 

Classification of the 19, 38, 56, 101. 
Separated from cost accounts 56, 79, 109, 122. 
Trial balance of the 34, 35, 79, 90, 159, 180. 

Financial Statements 157. 

Finished Goods (See "Manufactured Goods"; See "Completed Work"). 

Finished Material 54. 

Added during the month 116, 118, 128, 169. 

Analysis of 116, 118, 128, 170. 

Assembled 20-e, 36, 44, 54-d, 55-d, 125, 128, 184. 

Cost of 71, 118, 125, 128, 134, 185, 170. 

Defined 20-d. 

Disposition of 20< 20-e, 54-c, 544, 125, 128, 129. 

Inventory of 57, 128, 170. 

Labor on 55-d, 56, 112, 118, 187, 171, 172. 

Mixed 20-e, 54-d, 55-d. 

Overhead on 55-d, 56-c, 60, 62, 128. 

Sold under product name 20^ 44, 54-c, 125, 129, 135. 

Transfers of 72. 

Used on manufactured goods assembled 20-d, 20-e, 54-d, 55-d, 128, 

129, 134. 
Used on manufactured goods not assembled 20-d, 20-e, 54-c, 55-c, 

116, 118, 128, 129, 135. 
Value of 71, 118, 128, 170. 
Wrapping of 20-d, 20-e, 54-c, 128, 129, 141, 170. 

Finished Work (See "Manufactured Goods"; See "Completed Work"). 

E^IBST Cost 42. 

BYat Cost 42. 
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F0BM8 

Advantagefl of piloted 8. 

Cofit of sales 129, 178, 179. 

Final trial balance 169, 100, 180. 

Financial statements 157. 

Finished material analysis 128, 170. 

Job cost 100, 103, 110, 156. 

Job summary 94, 152. 

Labor abstract 83. 

Labor on fiinished material 171, 172. 

Labor statement 171. 

Labor wrapping analysis 171, 174. 

Labor wrapping and wrapping material analysis 175, 176. 

Manufactured goods analysis 129, 178. 

Material abstract 82. 

Of organization 54. 

Overhead apportionment 140, 154, 177. 

Preliminary trial balance 147, 167. 

Raw material in process analysis 169. 

Raw material stock analysis 168. 

Record of completed work 155. 

Sales analysis 156, 179. 

Sales and cost of sales analjrsis 178, 179. 

Summary of material and time 152. 

Time tickets of m^i 93. 

Trading account 158. 

Used for the analysis 6, 90. 

Work in process and manufactured goods analysis 168. 

Wrapping material analysis 178. 

FoBMULAS FOB Calcuultino (See "Calculations"). 

Annuities 67. 
Condition per cent 67. 
Depreciation 67. 
Investments worths 67. 
Present worths 67. 
Sinking funds 67. 

Fbeight oiv Tkansfehs of Material 72. 

Fuel 42. 

G. 

Gbniebal 

Expense (See "Overhead"). 
Factory expense 25, 60-f, 101. 
Journal 6, 29. 

Office expense 12, 13, 16, 42, 60-i, 101. 
Overhead (see "Overhead"). 
Ledger 6, 33. 
Ledger accounts 79. 
Ledger, function of the 59. 

Ckx>DS Retubnbd 73. 
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I. 
iDBifnnoATioir or Jobs 55-a« 88, 90, 98. 

IDU TlUM 106. 

Illustration or (See also "Forms"). 

Assets 23. 

Balance sheet 35. 

Calculating present worths 07-g. 

Oash book 30. 

Daily recapitulation record 06. 

Departmental cost 146 to 161. 

D^reciation, dimtnlshlng values 67-d. 

Depreciation, operating hour basts 67-a. 

Depreciation, sinking fund basis 67-f. 

Job summary form Oi, 152. 

Labor abstract 83. 

Loss and Gain Account 84. 

Manufactured Goods Account (ordinary accounting) 84. 

Material abstract, cost department 82. 

Material abstract, stock department 82. 

Process cost, simple type 162 to 180. 

Stock ledger 31. 

Time tickets 08. 

Trial balance 84, 159, 160. 

Voucher record 28. 

Income 

And capital 28. 

Appropriated for betterments 23. 

Appropriated for preservation of capital 28. 

Capitalization of 28, 24. 

Invested 23. 

Transient investment of 23. 

INDIBBOT CkMT (See "Ov^head"; See "Ctostf*). 

iNxmcDENCT, effect of, on cost rates 65. 

In Pbocess (See "Raw Material in Process"; See "Work in Process"). 

Insurance 

Apportionment of 42, 60-b, 60-i, 16, 68-e^ 101. 
Claims for 9, 74. 
Bxph^ 25, 101. 
Premiums 66, 101. 
Unexpired 28, 101. 

Interest 

As an item of cost 9, 41, 42. 
Bond 9, 41. 
Compound, tables 67. 
Discount (see "Discount*'). 
Investment worths 67-g. 
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Interest {Cont.) 

On capital employed 9, 40, 41. 
On notes 41, 66. 
On plant 23, 40, 41, 60-d. 
On sinking funds 67-f. 
Present worths 67-g. 

IirrEBLocKmo of the Acoouhts 79. 

Inventories 

At end of month 17, 57, 128, 153, 17& 

At first of month 17, 57, 128, 158, 17a 

Classificaticm of 57. 

Correction of 71, 74. 

Discrepancies in 5, 32, 70. 

Essential 17, 57. 

Inaccurate 17. 

In ordinary accounting 27. 

Intangibles 57. 

Labor 57. 

Methods of obtaining 17, 57. 

Perpetual 11, 17, 57. 

Physical 57. 

Tangibles 57. 

Valuation of the 18. 

Verification Important 5, 57. 

Inward Charges 18, 42. 

J. 

Job Accounts 100. 

Analysis of the 89. 
Closing the 83. 
Completed 89. 

Job Cost 

Form 100, 103, 110, 156. 

Specific 54-a, 55-a, 79 to 89, 90 to 111. 

Jobs 

Completed 89. 

Cost of specific 55-a, 55-b, 82, 83, 89, 99, 100. 

Identification of 55-a, 83, 90, 93, 106. 

Job Summabt Form 

Covering completed work 97. 
Covering work in process 152. 
Illustration of the 94. 
Posting to the 92, 94, 108, 106. 
Recapitulation of the 92, 96. 
Verification of postings to the 92, 96. 

Journal 

Cost 6, 79, 88, 85, 86, 87, 88, 90. 
I3ntries, guides to the 181. 
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Entries, preliminary 147. 

General e, 29. 

Stodc e, 82, 91, 92, lOa 



Labblino (See "Wrapping"). 

Labca 83, 94. 

Abstract 88. 

Analysis of 88, 117, 152, 171, 172, 174, 175, 178. 

Apportionment on basis of 68-g, 88. 

Apportionment on basis of, and material 68-J. 

Assembling 55-d, 139. 

Direct 89, 42, 78, 83, 149. 

Direct, differentiated 42, 78. 

How applied 40, 54-a, 76, 78, 88, 94, 107, 117, 186, 187, 188, 189, 141. 

Indirect 42. 

Inventories of 57. 

Miscellaneons 89, 42, 60-a, 88, 107. 

On completed work 64, 56, 94, 107, 149. 

On finished material 56-d, 56, 112, 118, 187, 171, 172. 

On manufactured goods 54, 55, 56, 85, 107, 109, 187, 188, 141, 149, 

171. 172, 174, 175, 176. 
On raw material in process 18, 71, 112, 118, 186, 171. 
On specific products 27, 55-c, 112, 117, 141. 
On transfers of material 72. 
On work in process 18, 34, 56, 83, 101, 107. 
Rates of cost for each department 98, 94, 107. 
Rates of cost for each process 56-c, 55-d, 71, 76, 112, 117, 127. 
Statement 118, 186, 171. 
Summary of 83, 107, 152, 171. 
Wrapping 112, 119, 120, 141, 174, 175, 17a 
Wrapping, analysis of 120, 141, 174, 176, 176. 



Ck)st 6, 79, 89, 90, 110. 
Cost, accounts 79. 
General 6, 88. 
General, accounts 79. 
General, function of the 59. 
Stock 6, 81, 80, 91, 108. 
Stock, illustration of 81. 

ijABiLrnKS 

Accounts representing 24, 88. 

Classification of 24. 

Created by a charge to surplus 28, 24. 

Credits on balance sheet which are not 24, 86. 

Current or transient 24. 

Fixed 24. 

Liquidation of 24. 

SatUfaction of 21 
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LiOBT 42. 

LOAITB 

Discount on 41, M. 
Interest on 41, 66L 

Loss AND DAMA6B 74. 

€k>mp0isated by insnrmnce^ etc, 9, 74. 
8todc82, 74. 

Loss AND Gain 

Account 28, 26, 34. 
In weight 71. 

BfAOHiNB Cost 65-b. 

Hachinb Gioup 64^ 100. 

Defined 20-f. 
Expense 101. 
Rates of cost 20-f, 64-b. 
Time tlcketB 106. 

BfACHiNS HouBS 40, 55-b, 90i 

BfAOHINEBT 39. 

D^redation of 68^ 

Repairs and renewals to 68-t Vk 

MAINTENANCaB 41. 

Man HotJBS (See *rnme^'). 

Hanuvactubk 

Application of oyerhead goyemed by method of 18, ((1« M, <B. 

Classification of 64. 

Corporation tax requirements tot cost of 0^ 

Cost of 2, 9, 40, 42, 46. 

Departmental method of 3, 66-b, 90 to 09, 100 to 111. 

Field of, varies 1. 

Incidentals of 39. 

Method of, as a factor 38, 61, 64. 

Methods of 64. 

Permitting of departmental cost rates 644». 

Process method of 64-c, 64rd, 66-c, 66-d. 

Standard goods 27, 46, 47, 64-c, 86-b, 78. 

Types of 64. 

Under specification 48, 47, 64-a. 

BiANUFACTUBED GOODS 

Account, cost accounting 26, 84. 

Account, ordinary accounting 26, 26, 34. 

Analysis of 109, 116, 118, 122, 129, 161, 162, 17a 

Billed 89, 92, 97, 166. 

Composed of several finished materials 20^ 36-e, 66-d. 
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Manufactubkd Goods (0<mt,) 

Cost of 9, 21, 84, 85, 40, 40, 8S, 07, 112, 122, 142, 168. 

Finished mat^lal used on 204 20^ 54-c 54rd, 116^ 118, 128, 129, 

184^ 185, 17a 
Inventory of, at end of month 57, 178u 
Inventory of, at ilrst of month 57, 178. 
Inventory valne 18. 
Labor nsed on 54, 66, 85, 107, 100, 187, 188, 141, 149, 171, 172, 174, 

175. 17a 
Merchandise used <m 149. 
Month's production of 118. 

Overhead appUed to 53, 54, 56, 58, 69, 6% 82, 86v 96, 100, 112, 160. 
Productive hours used on 149. 
Raw mattfial used on 25, 40, 64 66, 85, 92, 109. 
Returned to stock 73. 
Sales of 158, 178, 179. 

United States Government's deiinition of cost of 9. 
Value of 9, 18, 21, 27, 34^ 40. 

BCaihtfaotubcd Paits 44. 

Matbual (See also ''Raw Material**; See also "Finished Material"). 

Abstract or sunmiary 82, 88. 

Apportionment on basis of labor and 88*J. 

Finished 204 20^. 

Inward charfes on 18, 42. 

Returned to stodc 82, 87. 

Transfers of 72, 88. 

Wrapping 118, 114, 115, 188, 173, 175. 

MiABun 

Basis f (NT the unit of 8, 48, 48, 47, 9% 100. 

Changing the unit of 126. 

Differ^tiated 20-h. 

For standard goods 48, 57. 

Of the product 2, 20-h, 48, 48, 47, 65^ 654 65, 182. 

Quantity as the unit of 8, 48, 48, 85, 182. 

Selecting the unit of 48. 

Time as the unit of 2, 8, 20-h, 48, 48, 65, 96, 104, 105, 112. 

Unit of, defined 2, 8, 4a 

Unit of, for work under spedficatioa 48. 

Mbchandisb 

Defined 148. 

On work in process 148. 

Used on manufactured goods 149. 

MraoELLANBOus Labob (See "Labor"). 

Account 80-a, fKV-f . 

N. 

NoliHTAL 

Accounts 25, 28. 
Capital 28, 24. 
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Notes, Interest on 41, 08. 

NuMBBB (See "Measure^'; See "Quantity"). 

O. 

OmCB EXFBNSK 12, 13, 16, 42, 60-1, 101. 

On Cost (See "Oyerhead"). 

OnsATioir, Intermittent 66. 

Obdinabt AccouNTino (See "Financial Accounting"). 

OBGAinzATioir 64. 

Output 

Comparison of 4. 

Efficiency as indicated by 65. 

Registration of 100. 

Otkbhbad 

Accounts 60. 

Application of, differentiated 18, 51, 56, 62. 

Applied to departmental cost 55-b, 60, 62, 63-g, 05, 108, 150, 154. 

Applied to finished material 55-d, 56-c, 60, 62, 128. 

Applied to manufactured goods 53, 54, 55, 56, 59, 60, 62, 85, 95, 100, 

112, 150. 
Applied to process cost, complex type, 55-d, 56-c, 60, 62, 140. 
Applied to process cost, simple type, 55-c, 56-b, 60, 62, 112, 121. 
Applied to specific job cost 55-a, 56-a, 60, 62, e^, 83. 
Applied to transfers of material 72. 

Applied to work in process 34, 55-a, 55-b, 57, 60, 62, 95, 108, 100, 150. 
Applying to production cost SiS-a, 58. 
Applying to supplementary cost 56-a, 58. 

Apportionment of 53, 54, 55, 58, 62, 63, 66, 95,108, 112, 121, 140, 154. 
Apportionment of, basis of labor 63-g, 88. 
Apportionment of, basis of labor and material 68-J. 
Apportionment of, basis of production 55-c, 68-h. 
Apportionment of, basis of time 63-1. 
Assembling, treatment of 55^ 60-n, 140. 
Classification of 3, 42, 52, 59, 60. 
Defective work treated as 74. 
Differentiated 58, 63. 
Distribution of 52, 60, 61, 68, 112, 121. 
General 51, 58. 

Loss and damage treated as 74. 
Method of application varies 36, 51, 54, 55, 62. 
Methods of apportioning 63. 
Redistributions of 59. 
Specific 50, 58, 63. 
Specific, treated as general 51, 68. 
Used accounts 59, 60-o. 
Works 42. 
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Overhead Acoountb 

Balances of the 68, eo, 61, 84, 95, 99, 101, lOS, 121, 140. 
Closing the 84, 99, 121, 140, 146. 
Names of the 101. 

OVEBTIMB 77. 

P. 

Packino (See "Wrapping"). 
Pabts, Manufactured 44. 
Pattebn s 42. 

Pat Roll 

Adjustments between departments 98, 106. 

Analysis of 117, 126. 

Book 6, 66, 106. 

Distribution of the 28, 83, 94, 106, 107, 117, 126, 127. 

Splitting the 10, 66. 

Time entered on 98, 106. 

Pebiod, The cost 10. 

Pbbfetual Ixtyentobt 11, 17, 67. 

Physical Inventobt 67. 

Pieces (See "Measure"; See "Quantity"). 

Plakt 

And equipment 23, 40, 41, 60-d. 
Depreciation of (see "Depreciation"). 
Interest on 60^ 

PoBTmo 

Collecting data in convenient form for 22. 

From the voucher record 28. 

Material requisitions 82, 92. 

Time tickets 94, 105. 

To the job summary form 92, 94, 106, 106. 

PowEB 39, 40, 42. 6(Kc, 101. 
Apportionment of 68-b, 101. 

PBBLIMmABT BHTBIES 147. 

Pbepaid Chabobs 66. 

Pbesent Wobths (See "Interest"; See '*Galculatioiis"). 
Methods of calculating 67-f. 

Pbiob, Selling 4, 9, 16. 

Pbime Cost 42. 

Pbinciplbs of Cost Aooourtirg 86 to 78. 

Pbocess 

Defined 20-b, 86, 87. 
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{Oont.) 

Labor on work In 84, 60. 

Raw material pnt into 11, 2(K 66, 81, 82, 92, 108, 112, 114. 

PB0CB88 Cost 64^ 66. 

Different from departmental cost 78. 

Journal entries for 181. 

Rates 6&<;, 66-d, 64, 76, 112, 121, 178. 

Pbooess Cost, Complex Type, 64-d, 66-d, 126 to 146. 

Closing the accounts In 00, 140, 146. 
Overhead as applied in 66-d, 66-c, 60, 62, 140. 

Pbocess Cost, Simple l^pe, 64c. 66-c 112 to 124. 

Closing of the accounts in 60, 123. 

Illustration of 162 to 180. 

Overhead as applied in 66-c, 66-b, 60, 62, 112, 121. 

Pbocbsses, 36, 37, 64, 66. 

Cost of specific 3, 66-c, 66-d, 112, 118, 171. 
Specific names for 118. 

PfeODUcnoir 

Basis for apportionment 63-h. 
Basis for depreciation 67-e 
Comparison of 4. 
Heterogeneous 47, 76. 
Incidentals of 89. 
Means of 39. 
Uniform 47, 76. 90. 
Unit of 44. 

PfeODucTioN Cost 

Analysis of 42, 168, 178. 

Overhead appljring to 66-a, 68, 69. 

Rates 12, 16^ 68, 168, 178, 179. 

Separated from supplementary cost 12, 16, 42. 

Peoduotivs 

Hours as the unit of measure 42, 46, 90. 
Hours, summary of 94, 162. 
Time 42, 46, 78, 90, 93, 104, 106. 
Wages 42, 78, 93, 107. 

Peodugts (See also **Specific Products"). 
Applying overhead to specific 60, 61. 
By 36, 3& 

Composed of several finished materials 20^, 86-0, 66-d, 126, 129. 
Cost of the 2, 8, 14, 34. 
Labor on specific 27, 76, 117, 118. 
Measure of the 2, 20-h, 43, 46, 47, 66k*, 66-d, 66, 182. 
Profit on spc^c 34, 179. 

PfeOFiTS, Analysis of 84, 110, 124, 167, 179. 

Pbopkbtt AccotnvT 

Not credited with depreciation 67. 
Provision tar depreciation of 67. 
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Q. 
Quahtitt 

As the unit of measure 8, 43, 46, 65, 182. 
Differentiated 20-h. 

R. 

Batbs 

Adjustment of 71, 74, 171. 

Analysis of 19, 59, 163, 178, 179. 

Averaged 64, 81, 168. 

Comparison of cost 4, 66. 

Departmental cost 20-f, 42, 64rb, 66-b, 76, 90, 93, 94, 107, 168. 

ISquality in cost 66. 

For specific products 66-c, 65-d, 112, 118, 176, 176, 179. 

Inefficiency as it affects 66. 

Labor, for specific processes 6&-c, 71, 76, 112, 118, 171. 

Machine hour or group 20-f, 64-b. 

Man hour 146 to 161. 

Process cost 54^ 66^:, 66-d, 64, 76, 112, 118, 121, 178. 

Production cost 12, 16, 68, 69, 168, 178, 179. 

Should be continuous 64. 

Supplementary cost 12, 16, 68, 69, 168, 178, 179. 

Variations In cost 6, 8. 

BAW BfATEBIAL 

Abstract 82, 88. 

Defined 2(K& S9 

DUbursed 11, 31, 32, 54-a, 81, 92, 108, 114, 181, 148. 

In process, analysis of 82, 112, 169. 

In process, defined 20k;. 

In process, labor on 18, 71, 112, 117, 186. 

In process, value of 9, 18. 

Inward charges on 18, 42. 

Labor rates on 66-c, 66-d, 112, 117, 118, 127, 171. 

On work In process 21, 57, 82. 

Put into process 11, 20«, 66, 81, 82, 92, 108, 112, 114. 

Recapitulation of 92, 94, 106, 114, 181, 148, 162. 

Received 11, 80, 91, 102, 118, 180. 

Returned to stock 82, 87. 

Stock 67, 82, 91, 103, 114. 

Stock, analysis of 112, 16a 

Stock, value of 9, 18. 31, 80, 81, 114. 

Transferred 72, 88. 

Used on manufactured goods 26, 40; 64, 86, 92, 109. 

Variations in weight of, in process 71, 182. 

BaOAPITXTLATION OF 

Job summary forms 92, 96. 
Productive time 93, 94, 106, 107, 149. 
Raw material 94, 96, 108, 114, 181, 14& 
Requisitions 82, 92, 108. 
Time tickets 98, 96, 107. 
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RBCAPrrULATION OF 

Unproductiye time 08. 
Wages 83, 107. 

RiCEiPTS, raw material 11, 80, 01, 102, 118, 180. 

Reconciliation or thx 

Acconnts 66. 

Analyses 3, 10, 21, 56, 82, 00. 

Record 

Completed work 02, 07, 103, 155. 
Daily recapitulation 06, 103, 105, 107. 
Material 82. 

Stock 6, 11, 31, 32, 70, 74, 82, 01. 
Time 11, 104, 105. 

Reductions 

Equal annual (see "Depreciation"). 

In cost 4. 

Unequal annual (see "Depreciation"). 

Rboistbation of Output 100. 

Rent 25, 42, 60-b, 60-L 

Apportionment of 16, 51, 63-c, 101. 
As an item of cost 0, 41. 
Water 66. 

Repairs and Renewals, 25, 41, 42, 60a lOl. 

Apportionment of 51, 68-f. 
Buildings 51, 63-f, 75. 
Cost of 67. 
Credits to 26, 75. 
Machinery 63-f, 75. 

Repboduction 

Absence of uniform 47, 76» 00. 
Element of uniform 47, 76, 00. 

REQUISmONS, 11. 

Filing of 02. 

In duplicate 81, 02. 

Material issued under 81, 02, 108. 

Posting material 82, 02. 

Recapitulation of the 82, 02, 108. 

Reserve Accounts 28, 24, 41, 67. 

Residual Value 67. 

Returned Goods 73. 

Revaluation (See "Depreciation''). 

Revenue 

Other 18, 26, 80, 41, 75. 
Relating to cost work 26, 75. 
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8. 

flALABTPi OF BAUBIMElf 42, 60-t 
8ALB8, 28. 

Account 28. 

Analysis of 110, 156, 178, 179. 

Book, 6, 82, 110. 

Cost of 110, 122, 129, 143, 153, 166, 178, 1701 

Deductions from 73. 

Manufactured goods 166, 178, 179. 

Scraps 38, 75. 

Waste 88. 

Saubbmen 

Salaries and commissions of 42. 
Scraps, sales of 88, 76. 

SKLIZR'O 

Ck>st 9 14. 

Expense 12, 13, 42, 60-k, 101. 

Price 4, 9, 15. 

Price, regulation of 9. 

Skpabation of 

Ftnandal and cost accounts 56, 79, 90, 109, 122. 
No, productive and unproductive wages 42, 78, 93. 
Production and supplementary costs 12, 16, 42. 
Productive and unproductive time 42, 78. 

SHiPPmo Room Expense 42, 60-f. 

SncKnro Fuin> (See also "Depreciation"), 24, 67. 

For retirement of bonds 24, 67-f. 
Interest on 67-f. 

SPBCincATioir, Work under 46, 47, 54. 

Sracino Job Oost 64-a, 66-a, 79 to 89, 90 to 111. 

Closing of the accounts in 86. 
Journal entries for 181. 
Overhead as applied in 66-a, 56-a, 62, 63^ 
gPioDio OvEBHSAO (See ''Overhead"). 

SPEODIO VmODVCTB 

Cost of 2, 8, 34, 66-c, 65-d, 175, 17a 

Labor on 27, 56-c 76, 112, 117, 176, 1761 

Labor wrapping 141, 174^ 176, 176L 

Material used on 27, 173. 

Overhead applying to 60, 61. 

Profit on 34^ 179. 

Rates of cost for 76, 176, 176. 

Speed, Aa Indicating Efficiency 65. 

STAiOS OiT Oon 42, 68. 
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Standabd Goods 

Departmental cost not applied to 66-b, 76L 
Manufacture of 27, 46» 47, 64, 65, 71. 
Unit of measure for 40, 47. 

Standabds (See "Unit"). 

STATEMEZn'S 

Financial 167. 
Labor 118, 136, 17L 

Statistigal Accounts 68, 68, 83, 84. 

Stock 

Accounts 80, 91, d2. 

Analysis of 168, 169, 170, 173. 

Capital 24. 

Conmion 23. 

Disbursed (see ''Raw Material"). 

Discrepancies in 6, 32, 70. 

Dividends 23. 

Inventories of 67. 

Journal 6, 32, 91, 92, 108. 

Ledger 6, 31, 80, 91, 108. 

Manufactured goods returned to 73. 

Material returned to 32, 87. 

Over 70. 

Preferred 2a 

Raw material 67, 82, 91, 106, 114, 149. 

Records of 6, 11, 31, 32, 70, 74, 82, 91. 

Short 70. 

Treasury 23, 24. 

Value of 9, 18, 31, 80, 81, 114. 

Values, adjustment of 70, 74. 

Stkaioht Linb DEPBBciATioir (See "D^redatloii"). 

SUMMABT 

Job, form 94, 162. 

Labor 83, 107, 162, 171. 

Raw material 82, 94, 103, 114, 181, 152. 

Time 94. 

BUFFIAMEZn'ABT C08T 

Analysis of 42, 163, 178. 

Defined 13. 

Overhead applying to 66-a, 68, 69. 

Rates 12, 16, 68, 69, 163, 178, 179. 

Separated from production cost 16, 42. 

SUPPLIBS 29, 42. 

SUBFLUS 

Account 23. 
Appropriated 23. 
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SuBFLUs (Oant.) 

Glassiflcation of 2i. 
Credits created by a cbarge to 24. 
Liabilities created by a cbarge to 23. 
Undlyided 24. 

T. 

Tabus 

Compound interest 67. 
Dimlnisbing yalnes 67. 

Taxes 

Apportionment of 16^ 51, 68-d, 101. 

United States Goyernmenfs requirements for corporation 9. 

Tdmis Uskd, Explanation of tbe 20, 21, 23. 

Tickets (See 'Time"). 

Time 

Analysis of 107, 152. 

As tbe unit of measure 2, 8, 20-b, 43, 46, 66, 03, 104, 105, 112. 

Basis for apportionment 68-1. 

Basis for depreciation 67-a. 

Clocks 03. 

Differentiated 20-i, 42. 

Elapsed 03, 106. 

Entered on pay roll 03, 106. 

Hours used on manufactured goods 149, 153. 

How expressed 20-i, 46, 93. 

Idle 105. 

Macbine 46, 100, 105, 107. 

Macbine and man 55-b, 90, 100, 107. 

Man 46. 83, 93, 100, 104, 107. 

Operating 46, 106. 

Over 77. 

Productlye 42, 46, 78, 90, 93, 104, 105. 

Productlye and unproductiye separated 42, 78. 

Recapitulation of productive 93, 94^ 105, 107, 149. 

Recapitulation of unproductiye 93. 

Recording 11, 104, 105. 

Running 46, 105. 

Summary of productive 94, 152. 

Tentbs of bours 20-1, 93. 

Tickets 11, 83, 93, 106. 

Tickets, filing tbe 105. 

Tickets, illustration of tbe 08. 

Tickets, macbine 105. 

Tickets, man 104. 

Tickets, posting tbe 94^ 105. 

Tools 39, 40. 

Depreciation of (see **Depreclation"). 

TSADB DiSOOUlTTB 18, 91. 
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TBADmo Aoootmr 168. 

TBAN8FEB8 

Charging for 72. 

Of men to other departments 93. 

Tbaveuno Bxfsnsk 42. 

Tbbabubt 

Bonds 24. 
Stock 23, 24. 

Tbial Balance 

Cost Accounts 34, 85, 79, 160, 180. 
Final 159, 100, 180. 

Financial accounts 34, 35, 79, 169, 380. 
Preliminary 90, 147, 107. 

U. 

Uinr OF 

Cost 2, 8, 45, 55-c. 

Measure, basis for 8, 43, 46, 47, 90, 100. 

Measure, changing the 126. 

Measure, defined 2, 8, 48. 

Measure, for work under specification 46, 47. 

Measure, selecting the 46, 47. 

Measure, standard goods 46, 47. 

Production, defined 44. 

Unpboduotivi: 

Time (see '*Time"). 
Wages 78, 83, 93. 

UsKD Accounts 

Classification of the 56. 
Overhead 59, 60-o. 
Segregation of the 56, 97. 

V. 

Yalus of 

Completed work 18, 45, 109. 

Finished materUl 71, 118, 128, 170. 

Inyentories 18. 

Manufactured goods 9, 18, 21, 27, 34, 40. 

Material in process 9, 18. 

Raw material stock 9, 18, 31, 80, 81, 114. 

Work in process 9, 21, 96, 109. 

Values 

Diminishing, tables of 67. 

Residual 67. 

Stock, adjustment of 70. 
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VAUATioirs 

In rates of cost 4, 5, 8. 
In weights 71, 132, 169, IH. 

YmncATioir or 

Balances 79, 8Q» 83, 86, 90, 96, lOa 

Inyentorles 5, 57. 

Postings to the job sonunary form 92, 96. 

YouoHXB Rboobd 6, 2a 

Closing the 28, 69. 
Illustrations of the 28. 
Posting from the 28. 

W. 

Waoks 

Miscellaneous iBbcr 89, 42, 60«, 83, 107. 

No separation of productive and unproductiye 42, 78. 93. 

Productive 78, 83, 93, 107. 

Recapitulation of 83, 107. 

Unproductive 78, 88, 93. 

Waste 

Defined 38. 
Sales of 38. 
Utilization of 3a 

Watkb Rent 66. 

Weioht 

As the unit of measure (see "Measure"). 
Variations in 71, 182, 169, 17L 

WOBK 

Completed during the month 86, 108, 16L 
Defective 74. 

Finished (see "Manufactured Goods'*). 
Record of completed 92, 97, 108, 165. 
Under specification 46, 47, 54. 

WoBKnro Cafttai. (See "Capital" ). 

Work in Pbocbss 

Analysis of 162, 16a 

Claim for insurance on 9. 

Job summary form covering 162. 

Labor on 18, 34, 66, 101, 107. 

Merchandise on 162. 

Overhead on 34, 66-a, 66-b, 67, 60^ 62, 83, 96, 108, 109, 160. 

Productive hours on 162. 

Raw material on 21, 67, 82. 

Value of 9, 21, 96, 109. 
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WOBXB OVWMBKAD 42. 

WQBTH8 (See ^'Interest''). 

WBAFPnro 

Defined 20^ 

Finished material 20h1, 20^ 64k>, 54^ 128» 129, 141, 170, 178, 175. 

Labor 112, 119, 141, 174, 175, 17a 

Labor, on different sise package! 112, 120, 174, 176^ 176. 

MaterUl 118, 114, 116, 188, 178, 175. 

Material, analysis of 114, 120, 141, 178, 175. 
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